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S.  1434— BIENNIAL  BUDGETING  ACT  OF  1995 


WEDNESDAY,  JULY  24,  1996 

U.S.  Senate, 
Subcommittee  on  Financial  Management  and 

Accountability, 
OF  THE  Committee  on  Governmental  Affairs, 

Washington,  DC. 
The  Subcommittee  met,  pursuant  to  notice,   at   10:05   a.m.,  in 
room  SD-324,  Dirksen  Senate  Office  Building,  Hon.  Fred  Thomp- 
son, Chairman  of  the  Subcommittee,  presiding. 
Present:  Senators  Thompson,  Domenici,  and  Glenn. 

OPENING  STATEMENT  OF  SENATOR  THOMPSON 

Senator  Thompson.  The  Subcommittee  will  come  to  order.  Today, 
this  Subcommittee  will  conduct  a  hearing  concerning  two  legisla- 
tive proposals  to  improve  the  way  Congress  conducts  its  business. 

Specifically,  we  will  hear  testimony  from  several  witnesses  con- 
cerning S.  1434,  the  Biennial  Budgeting  Act  of  1995,  a  bill  to  create 
a  2-year  budget  process.  Last  year.  Senator  Thomas  introduced  this 
legislation,  which  I  was  pleased  to  co-sponsor.  I  will  also  be  seeking 
the  input  of  today's  witnesses  concerning  legislation  that  I  am  cur- 
rently drafting  that  would  not  only  create  a  2-year  budget  process, 
but  also  provide  designated  times  for  Congress  to  conduct  oversight 
and  work  in  their  home  States  or  districts. 

As  anyone  who  has  followed  Congress  over  the  years  knows,  nei- 
ther one  of  these  proposals  is  new.  Those  of  us  who  are  making  a 
renewed  push  for  their  enactment  do  not  pretend  to  be  the  first 
Members  of  Congress  seeking  to  improve  Congress'  effectiveness 
and  responsiveness.  However,  I  do  think  we  can  safely  say  that  we 
hope  we  do  not  let  these  proposals  languish  as  they  have  in  the 
past.  Today,  we  will  begin  creating  the  record  for  legislative  action 
that  I  hope  will  occur  early  in  the  next  Congress. 

Surely,  after  our  experience  with  the  budget  process  over  the  last 
year-and-a-half,  many,  if  not  most,  in  Congress  would  agree  that 
biennial  budgeting  is  an  idea  whose  time  has  finally  come.  No 
sooner  did  we  finish  work  on  the  fiscal  1996  budget,  then  we  had 
to  start  work  on  the  budget  for  fiscal  year  1997. 

Although  I  believe  that  a  biennial  budget  will  prevent  recent  his- 
tory from  being  repeated,  I  do  not  believe  that  it  is  a  panacea  for 
all  of  our  budget  problems.  It  cannot  bring  the  budget  into  balance. 
Members  of  the  Senate  and  House,  along  with  the  President  of  the 
United  States,  must  make  the  tough  choices  to  bring  that  about. 
It  will  not  automatically  solve  the  serious  problem  posed  by  the  in- 

(1) 


creasing  demands  on  entitlement  programs  as  the  next  generation 
begins  to  retire. 

What  a  biennial  budget  can  do  is  give  us  time  for  the  important 
tasks  that  often  get  short  shrift  these  days,  such  as  conducting 
oversight  and  long-range  planning,  and  spending  more  time  at 
home,  which  is  why  I  want  to  take  Senator  Thomas'  legislation  one 
step  further  and  create  enforceable  restrictions  on  time  spent  on 
budgetary  matters  to  ensure  that  time  for  oversight  and  work  at 
home  is  set  aside. 

I  will  submit  the  rest  of  my  written  statement  into  the  record 
without  going  into  the  rest  of  it  and  call  on  Senator  Glenn  for  any 
statement  he  might  have. 

[The  prepared  statement  of  Senator  Thompson  follows:] 

PREPARED  STATEMENT  OF  SENATOR  THOMPSON 

Today,  this  Subcommittee  will  conduct  a  hearing  concerning  several  legislative 
recommendations  to  improve  the  way  Congress  conducts  its  business. 

Specially,  we  will  hear  testimony  from  several  witnesses  concerning  S.  1434,  "The 
Biennial  Budgeting  Act  of  1995,"  a  bill  to  create  a  2-year  budget  process.  Last  year, 
Senator  Thomas  introduced  this  legislation,  and  I  was  pleased  to  co-sponsor  it.  I  will 
also  be  seeking  the  input  of  today's  witnesses  concerning  legislation  that  I  am  cur- 
rently drafting  that  would  not  only  create  a  2-year  budget  process,  but  also  provide 
designated  times  for  Congress  to  conduct  oversight  and  work  in  their  home  States 
or  districts. 

As  anyone  who  has  followed  Congress  over  the  years  well  know,  these  proposals 
are  not  new.  Those  of  us  who  are  renewing  the  push  for  their  ideas  do  not  pretend 
to  be  the  first  Members  of  Congress  to  improve  the  institution's  effectiveness  and 
responsiveness.  However,  I  do  think  we  can  safely  say  that  we  are  going  to  let  these 
proposals  languish  as  they  have  done  in  the  past.  We  are  going  to  push  for  legisla- 
tive action  on  these  items  in  the  coming  months. 

Surely,  after  our  experience  in  the  last  year  and  a  half,  most  in  Congress  would 
agree  that  biennial  budgeting  is  an  idea  that  has  finally  come.  Since  I  came  to  Con- 
gress, I  have  spent  an  unusually  high  percentage  of  my  time  considering  matters 
related  to  the  budget.  And,  no  sooner  did  we  finish  working  on  the  fiscal  1996  budg- 
et, then  we  were  late  in  starting  work  on  the  budget  for  fiscal  year  1997. 

In  my  view,  a  2-year  budget  process  is  simply  a  means  to  an  end.  It  cannot  bring 
the  budget  into  balance — Members  of  the  Senate  and  House,  along  with  the  Presi- 
dent of  the  United  States,  must  make  the  tough  choices  to  bring  that  about.  And, 
it  will  not  address  the  serious  substantive  problems  with  entitlement  programs  that 
we  face  as  the  next  generation  ages. 

What  a  biennial  budget  can  do  is  give  us  time  for  the  important  tasks  that  often 
get  short  shrift  these  days,  such  as  conducting  oversight  and  spending  more  time 
at  home. 

That  is  why  I  want  to  take  Senator  Thomas's  legislation  one  very  important  step 
further.  As  the  witnesses  know,  I  am  currently  working  on  legislation  that  would 
enforce  strict  time  frames  on  the  budget  process  to  ensure  that  time  for  oversight 
and  time  at  home  is  set  aside. 

Let  me  describe  the  specifics  of  that  legislation: 

•  First,  the  bill  would  create  a  2-year  budget  process,  the  timetable  of  which 
is  identical  to  that  found  in  S.  1434,  and  require  Congress  to  complete  action 
on  the  budget  by  September  30  of  the  first  session.  If  Congress  missed  that 
legal  deadline,  the  pay  of  Members  would  be  withheld. 

•  In  addition,  the  legislation  would  require  Congress  to  perform  oversight  of  the 
Executive  Branch  during  the  second  year  of  the  Congressional  session. 

•  Finally,  the  bill  would  require  Congress  to  adjourn  by  July  31  of  the  second 
session.  If  Congress  missed  that  legal  deadline,  the  pay  of  Members  would  be 
withheld. 

Ever  since  I  began  campaigning  for  the  Senate,  I  have  expressed  the  view  that 
we  need  to  cut  the  pay  of  Members  of  Congress  and  send  them  home.  This  legisla- 
tion is  the  very  first  step  in  that  direction.  It  lightens  the  load  of  Members  during 
the  budget  process.  However,  in  return,  Members  must  spend  more  time  at  home — 
either  working  with  their  constituents  or  pursuing  the  work  that  they  engaged  in 


before  they  came  to  Congress.  I  believe  that  these  steps  will  bring  us  closer  to  the 
citizen  legislature  that  existed  years  earlier  in  this  country's  history. 

We  have  a  good  group  of  witnesses  here  today.  I  am  especially  pleased  that  Sen- 
ators Domenici,  Ford  and  Thomas  are  able  to  join  us  today.  Over  the  years,  Sen- 
ators Domenici  and  Ford  have  been  steadfast  leaders  in  the  effort  to  bring  about 
a  more  efficient  budget  process.  And,  Senator  Thomas  brought  us  the  legislation  be- 
fore the  Subcommittee  today. 

I  look  forward  to  hearing  the  testimony  of  all  the  witnesses  on  biennial  budgeting 
and  on  my  other  ideas  to  move  us  closer  to  a  more  efficient  and  responsive  Con- 
gress. 

On  a  personal  note,  I  would  like  to  point  out  that  this  is  the  first  hearing  of  the 
newly-created  Subcommittee  on  Financial  Management  and  Accountability.  I  look 
forward  to  working  with  the  Ranking  Member,  Senator  Glenn,  and  all  of  the  other 
Members  of  the  Subcommittee  on  this  and  other  issues. 

OPENING  STATEMENT  OF  SENATOR  GLENN 

Senator  Glenn.  Thank  you,  Mr.  Chairman.  I  have  a  very  short 
statement.  We  have  tried  some  of  this  2-year  budgeting  on  the 
Armed  Services  Committee,  but  it  hasn't  worked  all  that  great  be- 
cause I  don't  think  you  can  do  it  just  with  one  agency  or  one  part 
of  government,  even  if  it  is  that  big  DOD.  I  think  that  is  a  problem. 

I  think  the  budget  has  to  be  put  together  as  a  2-year  budget  from 
scratch,  right  from  the  word  go.  It  has  to  be  2  years  for  the  Presi- 
dent, and  for  all  the  agencies  of  government.  We  have,  in  effect, 
had  two  budgets  in  the  Armed  Services  Committee.  We  go  through 
this  thing  of  the  multi-year  budget  and  then  we  go  to  this  year's 
budget,  and  in  some  ways  it  has  made  more  work  instead  of  less 
because  now  we  are  considering  two  different  things  to  look  at. 

I  would  like  to  see  this  whole  thing  work — I  am  all  for  a  2-year 
budget.  I  would  like  to  see  us  go  that  route,  and  one  reason,  I 
think,  is  because  we  could  do  the  budgeting  1  year — do  it  on  a  2- 
year  basis — and  then  use  the  other  year  for  oversight.  Heaven 
knows,  we  don't  get  into  enough  of  that  around  here.  We  have  our 
hearings  and  we  run  off  and  do  other  things,  but  we  ought  to  be 
working  very  closely  with  the  agencies  of  government,  whatever  the 
party  in  control  is  or  whoever  has  the  White  House.  We  should  be 
working  very  closely  with  those  people  and  use  that  other  year  as 
oversight  and  then  come  back  and  be  ready  to  budget  again  the 
next  year. 

Right  now,  as  the  Chairman  said,  we  don't  even  have  last  year's 
budget  taken  care  of.  We  are  doing  that  on  a  CR  still,  and  so  we 
have  worked  ourselves  into  a  situation  here  where  I  think  we  have 
to  go  to  something  like  this  2-year  budgeting.  Use  the  first  year  for 
budgeting  and  the  second  year  for  oversight,  and  start  that  kind 
of  a  cycle  over  again.  I  think  we  would  do  a  much  better  job  for 
the  people  of  this  country  if  we  had  something  like  that. 

This  Committee  passed  CFO  legislation,  chief  financial  officer 
legislation.  Usually,  when  you  say  financial  management  around 
here,  as  this  hearing  is  titled,  financial  management  clears  the 
press  table  out  right  away.  They  head  for  the  door  on  financial 
management,  and  this  is  not  too  unusual.  This  is  certainly  not  a 
sold-out  crowd  here  this  morning,  and  sometimes  we  have  talked 
about  financial  management  to  about  3  or  4  people  in  the  audience 
here  on  very  important  hearings. 

I  am  not  criticizing  you  people  in  the  audience  here  this  morning, 
but  we  passed  the  CFO  Act.  Before  1990,  there  wasn't  any  require- 
ment for  any  agency  of  government  to  even  do  a  bottom-line  audit 


every  year,  if  you  can  imagine  that.  Today,  there  is  that  require- 
ment. We  have  to  audit  and  GAO  has  to  oversee  some  of  those 
things,  and  we  passed  the  IG  Act.  So  I  think  this  is  a  great  step. 
If  we  can  move  to  2-year  budgeting,  I  would  hke  to  do  it,  and  that 
is  more  than  I  intended  to  say,  Mr.  Chairman.  Thank  you. 

Senator  THOMPSON.  Well,  very  eloquently  said. 

We  have  two  of  the  Senate  leaders  on  this  subject  here  with  us 
today,  fortunately — and  Senator  Domenici  certainly  has  been  for  a 
long  time — and  we  will  call  on  him  now  for  any  statement  he  might 
have.  Senator  Domenici. 

TESTIMONY  OF  HON.  PETE  V.  DOMENICI,  A  U.S.  SENATOR 
FROM  THE  STATE  OF  NEW  MEXICO 

Senator  Domenici.  Mr.  Chairman  and  Senator  Glenn,  first,  I  am 
very  pleased  to  be  here  with  my  friend  from  Wyoming.  I  can  recall 
vividly  not  too  many  months  ago  he  came  and  talked  to  me  about 
his  bill  on  biennial  budgeting  and  appropriating  and  I  said,  boy, 
that  would  be  great,  if  you  want  to  get  started. 

For  at  least  10  years,  I  have  advocated  that  we  move  from  1  year 
to  2  years  with  both  our  budget  and  our  appropriations  bills.  Now, 
frankly,  I  believe  that  you  could  quickly  get  a  biennial  budget  reso- 
lution through  here,  if  that  is  what  you  wanted  to  do  and  do  it 
alone.  I  would  resist  it  because  I  believe  the  problem  is  not  with 
the  budget  resolution  only,  but  with  the  fact  that  we  have  to  appro- 
priate every  year. 

Sitting  over  there  on  that  table  are  eight  volumes  that  constitute 
the  budget  request  for  the  Corps  of  Engineers.  The  Corps  of  Engi- 
neers has  about  a  $3.7  billion  budget  submission  to  us  for  appro- 
priations. I  happened  to  bring  it  because  that  is  part  of  the  appro- 
priations I  do  as  Chairman  of  the  Energy  and  Water  Development 
Appropriations  Subcommittee.  For  $3.7  billion — and  remember,  our 
total  budget  is  $1.6  trillion — the  Corps  of  Engineers  has  to  do  that 
much  and  send  it  up  here  as  part  of  their  budget  justification. 

Now,  frankly,  I  have  been  more  concerned  about  the  waste  of 
time  up  here,  but  I  believe  what  we  have  got  going  for  us  in  this 
annual  appropriating  and  annual  budgeting  is  an  enormous  waste 
of  time  and  effort  ever3rwhere — the  agencies,  the  bureaucracies  of 
our  country,  the  committees  that  have  to  do  the  work. 

Now,  for  some  reason,  some  in  the  appropriations  process  believe 
that  it  is  impossible  to  appropriate  on  a  2-year  basis.  Frankly,  I  am 
pleased  to  tell  you  that,  with  time,  we  are  beginning  to  get  some 
converts  even  on  the  Appropriations  Committee.  I  believe  we  will 
have  a  number  of  them  on  board  next  year  when  we  try  truly  to 
give  the  American  people,  even  if  they  don't  understand  what  we 
are  doing,  the  most  significant  reform  we  can  accomplish  here  in 
the  Congress. 

I  was  privileged  at  Senator  Dole's  request  to  co-chair  the  last  ef- 
fort to  reform  Congress.  Frankly,  we  could  not  get  the  60  votes  to 
surmount  a  point  of  order  against  the  legislation  we  offered  to  con- 
vert the  budget  into  a  biennial  institution.  We  need  to  get  60  votes 
or  we  need  to  push  through  here  and  through  the  Budget  Commit- 
tee biennial  budgeting  reform  legislation.  I  believe  this  reform 
should  stand  on  its  own  and  we  should  get  it  done  and  get  it  done 
quickly. 


That  Congressional  Reform  Joint  Committee  came  up  with  some 
very  interesting  observations.  The  then  distinguished  Chairman  of 
the  Appropriations  Committee,  Senator  Byrd — an  opponent  of  a  2- 
year  appropriations  cycle,  gave  an  interesting  analysis  of  what  goes 
on  up  here  to  that  Joint  Committee.  He  said  we  are  burdened  most 
by  fractured  attention.  We  are  busy  doing  so  many  things  that  our 
attention  is  so  fractured  that  we  don't  do  very  many  things  very 
well. 

Now,  frankly,  everybody's  attention  is  fractured  when  it  comes  to 
this  vicious  cycle  of  annual  appropriations  and  annual  budgets.  If 
you  are  wondering  why  cynicism  exists  in  the  land,  part  of  it  is  the 
public  cannot  understand  what  we  are  doing,  and  part  of  the  rea- 
son they  can't  understand  what  we  are  doing  is  because  we  are 
doing  the  same  thing  over  and  over  again  and  sometimes  they  even 
overlap.  We  are  authorizing  and  appropriating,  and  we  just  fin- 
ished appropriating  and  we  are  doing  a  budget  resolution  and  we 
are  talking  about  the  same  things  in  each  of  them  over  and  over, 
and  the  public  ends  up  unable  to  understand  anything  we  are 
doing. 

From  my  standpoint,  this  is  not  a  partisan  issue.  We  know  that 
President  Clinton  has  recommended  it,  candidate  Dole  has  rec- 
ommended it,  Senator  Ford  has  recommended  it.  Senator  Lott  has 
recommended  it,  and  we  just  ought  to  go  ahead  and  try  it. 

I  am  pleased  and  excited  that  I  may  be  on  this  Committee  next 
year.  We  might  be  able  to  work  with  you  on  this.  Now,  for  those 
who  will  come  forth  to  you  and  say  we  don't  know  that  it  will  work, 
and  they  will  cite  States  who  have  gone  from  two  to  one  and  the 
like,  I  think  the  same  issue  that  was  raised  on  the  floor  of  the  Sen- 
ate yesterday  on  welfare  reform  applies.  For  those  who  would  say 
we  aren't  too  sure  that  what  you  are  planning  is  going  to  work,  the 
question  is  what  you  have  got  doesn't  work,  so  why  should  you  be 
so  worried  about  trying  something  new? 

I  think  it  is  fair  to  say  what  we  have  got  doesn't  work.  Now,  you 
can  use  different  ways  of  measuring  it,  but  frankly  we  are  never 
on  time.  That  might  be  one  reason  that  we  would  look  at.  We  can't 
get  our  appropriations  done  on  time  because  our  budget  resolution 
is  late,  and  there  goes  the  cycle. 

Frankly,  I  would  hope  that  we  would  do  some  evaluation  as  we 
move  down  the  line  with  our  staff  to  make  sure  that  we  under- 
stand how  ineffective  this  process  we  have  got  has  grown  to  be  and 
have  that  documented,  how  late  we  are  on  everything,  on  almost 
everything  we  do. 

Before  I  make  my  concluding  remarks,  would  you  put  my  de- 
tailed statement  in  the  record? 

Senator  THOMPSON.  Without  objection. 

Senator  DOMENICI.  And,  last,  we  frequently  look  around  for  re- 
form that  would  just  take  forever  to  do,  reorganizing  the  commit- 
tees. We  look  around  and  say  let's  make  the  committees  in  the 
House  and  Senate  more  in  harmony.  Those  are  all  complicated  by 
committees,  the  parochialism  of  committees.  This  one  doesn't  have 
all  those  problems,  so  we  ought  to  get  it  done. 

I  mean,  perhaps  the  Appropriations  Committee  has  a  concern.  I 
think  we  ought  to  try  to  resolve  their  concerns  about  how  are  they 
going  to  do  supplementals,  how  are  we  going  to  modify  a  budget 


resolution  for  economic  changes  and  entitlement  changes  that  are 
real  that  can  just  be  plugged  in  and  modified.  Frankly,  those  things 
should  not  require  that  we  do  a  whole  new  budget  resolution. 

The  appropriators  will  use  information  that,  from  time  to  time, 
the  numbers  are  so  far  off  that  they  think  we  are  better  of  doing 
it  1  year  at  a  time  rather  than  risking  the  huge  change  that  is  oc- 
curring, but  I  would  submit  that  we  look  carefully  at  that  argu- 
ment because  I  believe  most  of  those  are  entitlement  programs 
where  our  estimates  are  off.  Frankly,  the  fact  that  we  appropriate 
1  or  2  years  is  not  going  to  help  very  much  there.  They  don't  have 
any  jurisdiction  over  the  entitlements  anyway.  They  just  plug  the 
funding  necessary  for  the  entitlement  into  their  appropriation  bills. 
They  don't  even  have  to  worry  about  it  reaching  any  cap  because 
the  entitlements  are  exempt  from  the  appropriation  caps. 

So,  in  conclusion,  it  seems  to  me  that  we  are  in  a  very  good  posi- 
tion now,  having  gone  through  this  ordeal  of  trying  to  get  a  bal- 
anced budget  and  do  all  those  things.  I  think  Senators  now  under- 
stand that  there  is  no  real  reason  to  have  to  do  it  every  year  in 
a  2-year  Congress.  We  could  do  that  reform  and  get  where  we  have 
to  go  in  the  first  year. 

I  would  offer  a  couple  of  last  closing  thoughts.  It  seems  to  me 
that,  nonetheless,  the  question  will  arise,  will  the  Congress  spend 
time  in  that  second  year  doing  oversight.  We  have  a  propensity  for 
doing  the  work  that  must  be  done,  and  frequently  we  won't  do 
more  than  has  to  be  done.  Secondly,  we  certainly  have  a  propensity 
to  do  that  which  is  politically  sexy,  not  that  which  is  mundane 
hard  work.  Frankly,  oversight,  unless  adequately  prepared,  is  not 
the  subject  matter  that  fills  these  pews  over  here  and  brings  the 
TV  cameras  to  hearings. 

But  I  do  believe  that  we  could  make  it  that,  and  I  would  suggest 
that  perhaps  we  ought  to  consider  a  new  role  and  mission  for  the 
General  Accounting  Office  (GAO).  I  have  recommended  in  the  legis- 
lation that  was  introduced  as  part  of  the  Joint  Committee's  work 
that  we  have  committees  using  the  GAO  in  the  year  that  they 
weren't  doing  oversight  and  assign  them  to  projects  within  govern- 
ment that  would  be  part  of  oversight.  Let  them  go  into  the  Depart- 
ment of  Labor,  for  instance,  and  take  a  look  at  a  whole  series  of 
bills  we  have  passed  and  how  they  are  being  implemented,  and  use 
them  as  a  supplemental  tool  for  our  staff  to  have  real  evaluations 
of  whether  the  legislation  is  working. 

I  think  you  could  make  it  exciting,  the  oversight  of  laws,  because 
I  believe  that  many  of  them  are  not  working.  And  how  do  we  find 
out?  We  find  out  when  a  scandal  occurs  from  a  newspaper  account 
or  a  TV  program.  I  mean,  that  is  probably  50  percent  of  our  over- 
sight. It  is  kind  of  a  bad  thing  to  say,  but  I  believe  that  is  the  case. 
So  I  think  we  ought  to  tie  it  together  and  try  to  make  the  oversight 
as  effective  as  possible  by  giving  the  committees  as  much  direction 
as  we  can  by  statute,  and  I  hope  we  have  success. 

I  note  that  Senator  Ford  has  arrived.  Senator,  before  you  arrived, 
I  suggested  that  this  was  not  partisan,  that  you  and  I  have  been 
on  this  for  a  long  time.  And  I  do  note  that  the  bills  that  he  has 
introduced  in  the  past  were  not  just  to  change  the  budget  resolu- 
tion. His  legislation  also  required  biennial  appropriations.  So  he  is 
also  an  advocate  of  doing  it  for  both  of  those  processes. 


I  thank  you  very  much  and  will  sit  here  and  answer  questions 
after  my  colleagues  have  testified. 

Senator  Thompson.  Thank  you  very  much,  Senator. 
[The  prepared  statement  of  Senator  Domenici  follows:] 

PREPARED  STATEMENT  OF  SENATOR  DOMENICI 

Mr.  Chairman,  thank  you  for  the  opportunity  to  testify  today. 

For  well  over  a  decade  now,  every  time  the  topic  of  Congressional  reform  or  budg- 
et process  reform  arises,  I  have  advocated  a  2-year,  or  biennial,  budget. 

In  the  most  recent  round,  I  had  the  privilege  to  serve  as  a  Vice  Chairman  of  the 
Joint  Committee  on  the  Organization  of  Congress.  We  spent  a  year  studying  Con- 
gressional operations  and  taking  testimony  from  over  200  witnesses.  Our  principle 
budget  process  recommendation  was  a  biennial  budget.  We  introduced  S.  1824,  a  bill 
to  implement  all  of  our  recommendations  and  while  it  did  not  become  law,  it  did 
get  58  votes  in  the  Senate  when  I  offered  the  text  of  the  bill  to  an  appropriations 
bill  in  1994. 

Based  on  my  experience  as  a  Senator,  my  involvement  in  the  budget  process,  and 
my  work  on  the  Joint  Committee,  I  think  biennial  budgeting  is  the  most  important 
reform  we  can  adopt  to  streamline  the  budget  process,  to  make  the  Senate  a  more 
deliberative  and  effective  institution,  and  to  make  us  more  accountable  to  the  Amer- 
ican people. 

This  is  not  a  partisan  issue.  President  Chnton  and  Presidential  Candidate  Dole 
both  support  biennial  budgeting.  Majority  Leader  Lott  and  Democratic  Whip  Ford 
are  authors  of  biennial  budgeting  legislation.  While  there  is  little  time  to  enact  this 
legislation  in  this  Congress,  I  think  we  must  make  it  a  bipartisan  priority  for  early 
action  in  the  next  Congress. 

Under  a  biennial  budget,  the  President  would  submit  a  budget  and  Congress 
would  consider  a  budget  resolution  and  13  appropriation  bills  for  a  2-year  period 
during  the  first  session  of  a  Congress.  The  second  session  of  a  Congress  would  be 
reserved  for  consideration  of  authorization  bills  and  for  oversight. 

A  biennial  budget  will  streamline  the  current  budget  process.  A  huge  amount  of 
effort  goes  into  developing  and  implementing  the  annual  budget — a  process  that 
takes  2  years  to  complete.  Each  year  program  managers  interrupt  their  work  to  de- 
velop detailed  documents  to  propose  and  support  this  budget.  That  budget  must  be 
reviewed  by  agency  budget  officers  and  senior  agency  officials  before  it  is  presented 
to  0MB.  After  OMB's  review  and  the  President's  approval  the  entire  budget  is  pre- 
sented to  Congress.  The  Executive  Branch's  preparation  and  review  of  the  budget 
takes  a  year. 

After  the  budget  is  submitted  to  Congress,  the  agencies  have  to  track  and  respond 
to  inquiries  from  the  Congress  as  the  Congress  addresses  the  budget  through  the 
budget  resolution,  authorizing  legislation,  and  ultimately  appropriations  legislation. 
The  Congressional  budget  consumes  another  year. 

To  give  you  an  idea  of  how  much  effort  goes  into  preparation  of  the  annual  budg- 
et, one  only  needs  to  look  at  one  agency's  budget  justification.  As  the  Chairman  of 
the  Energy  and  Water  Development  Appropriations  Subcommittee,  I  am  responsible 
for  reviewing  the  budget  of  a  number  of  agencies  including  the  civil  works  program 
of  the  Army  Corps  of  Engineers.  The  Corps'  civil  works  budget  amounts  to  roughly 
$3.7  billion,  or  0.2  percent  of  the  total  budget.  Each  year,  the  Corps  prepares  and 
submits  to  the  Appropriations  Committee  an  eight  volume  budget  justification 
amounting  to  2,005  pages 

The  current  annual  authorization,  budgeting,  and  appropriations  process  does  not 
serve  us  well.  Our  current  budget  process,  in  which  the  Congress  tries  to  hold  hear- 
ings, markups,  and  floor  action  annually  on  authorization,  budget,  and  appropria- 
tions legislation  makes  it  impossible  for  a  Senator  to  meet  all  his  obligations,  much 
less  take  the  necessary  time  to  fully  participate  in  each  of  these  activities.  During 
the  Joint  Committee's  hearings,  I  thought  Senator  Byrdbest  characterized  the  prob- 
lem as  our  "fractured  attention".  We  are  too  busy  to  adequately  focus  on  any  one 
item. 

Besides  putting  enormous  demands  on  Senators  to  attend  markups,  hearings,  and 
make  floor  votes,  the  current  process  is  redundant  and  inefficient.  The  Senate  at 
times  has  the  same  debate  and  votes  on  the  same  issue  three  times  a  year:  Once 
on  the  budget  resolution,  again  on  the  authorization  bill,  and  finally  on  an  appro- 
priations bill.  When  I  looked  at  this  issue  in  1993,  I  found  that  the  Senate  devotes 
roughly  40  percent  of  its  time  debating  budget  resolutions,  reconciliation,  and  appro- 
priation bills. 
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In  addition  to  the  time-consuming  nature  of  the  budget  process,  Congress  regu- 
larly misses  its  own  deadhnes  and  guidelines,  which  generates  cynicism  about  this 
great  institution.  Just  a  couple  of  facts  with  respect  to  the  authorization,  budget, 
and  appropriations  process: 

•  In  the  22-year  history  of  the  Budget  Act,  we  have  met  the  statutory  deadline 
to  complete  a  budget  resolution  only  three  times.  Last  year,  we  broke  the  Sen- 
ate record  for  the  most  roll  call  votes  cast  in  a  day  on  a  budget  reconciliation 
bill. 

•  For  FY  1995,  over  one-third,  $94  billion,  of  appropriations  for  non-defense 
programs  were  not  authorized. 

•  Since  1968,  Congress  has  met  the  fiscal  year  deadline  just  once  for  enactment 
of  all  thirteen  appropriations  bills.  The  FY  1989  budget  did  not  require  a  con- 
tinuing resolution  (CR).  Every  other  year  has  required  a  CR. 

Although  the  annual  process  does  not  serve  us  well,  over  the  past  several  years 
my  review  indicates  that  Congress  can  effectively  govern  under  a  biennial  process. 
In  1987  during  appropriations  hearings,  I  asked  50  agencies  about  their  views  on 
the  biennial  budget.  Thirty-seven  agencies  supported  a  biennial  budget.  None  op- 
posed it.  The  agencies  generally  responded  that  they  could  operate  under  a  biennial 
budget  and  it  would  save  money  for  their  operations. 

In  1993,  I  asked  CBO  to  review  accounts  of  government  to  determine  those  ac- 
counts that  require  annual  authorizations  and  appropriations  because  of  unpredict- 
able funding  patterns.  Based  on  CBO's  review,  only  4  percent  of  discretionary  fund- 
ing, or  $18.5  billion  of  the  total  amount  appropriated  in  FY  1993,  required  annual 
funding  because  of  unpredictable  funding  patterns.  Congress  already  provides  multi- 
year  authorizations  for  many  programs.  For  those  programs  that  are  annually  au- 
thorized, CBO  could  find  no  obvious  budgetary  reason  why  any  of  these  programs 
could  not  operate  under  a  multi-year  authorization. 

Some  use  the  States'  experience  to  argue  for  and  against  the  biennial  budget.  For 
those  in  opposition,  they  claim  that  since  World  War  II  the  States  have  been  moving 
away  from  a  biennial  budget.  In  1993,  I  decided  to  take  a  closer  look  at  the  States' 
experience  and  I  found  that  many  States  did  indeed  move  to  an  annual  cycle  in  the 
1960's  and  1970's.  However,  over  the  past  10  years  three  States  have  moved  back 
to  a  biennial  budget.  During  this  period  only  Wisconsin  has  moved  to  an  annual 
budget  and  it  switched  back  to  a  biennial  budget  in  1989. 

Finally,  if  we  have  a  2-year  process  we  can  deal  with  another  concern  raised  by 
the  Joint  Committee:  That  the  Congress  does  not  spend  enough  time  reviewing  the 
operations  of  the  Federal  Government.  And,  the  limited  oversight  we  are  doing,  is 
frankly  not  very  good. 

The  authorizing  committees  must  start  doing  more  oversight  and  they  need  to  be- 
come better  at  it.  With  a  biennial  budget  we  will  create  an  atmosphere  that  encour- 
ages and  rewards  better  oversight.  The  entire  second  year  of  any  Congress  will  be 
devoted  to  authorizations  and  oversight. 

Now,  it  is  said  that  a  2-year  budget  cycle  will  reduce  the  ability  of  the  Appropria- 
tions Committee  to  do  oversight.  Well,  I  serve  on  that  committee  and  I  would  agree 
that  we  do  the  most  oversight.  But,  what  we  do  is  a  far  cry  from  what  should  be 
done.  We  do  not  do  systematic  oversight,  we  do  crisis  oversight.  The  crisis  hits,  and 
then  we  look  at  it. 

Mr.  Chairman,  I  congratulate  you  on  this  hearing  and  urge  you  and  the  Sub- 
committee to  pursue  legislation  to  move  to  a  biennial  budgeting  cycle. 

Senator  Thompson.  Senator  Thomas,  it  is  your  bill  that  is,  I  sup- 
pose, the  primary  focus  this  morning,  so  thank  you  for  being  here. 

TESTIMONY  OF  HON.  CRAIG  THOMAS,  A  U.S.  SENATOR  FROM 
THE  STATE  OF  WYOMING 

Senator  Thomas.  Thank  you,  Mr.  Chairman,  and  thank  you  for 
holding  this  hearing.  I  feel  a  little  intimidated  talking  about  a  sub- 
ject that  my  associates  here  have  been  very  much  involved  in  for 
a  very  long  time,  and  longer  than  I,  as  well  as  Senator  Glenn.  On 
the  other  hand,  perhaps  there  is  merit  in  those  of  us  who  have  just 
come  to  take  a  look  at  the  processes.  We  are  not  as  imbued  with 
them  as  we  might  be  in  later  years,  and  I  come  from  a  Legislature 
in  Wyoming,  as  a  matter  of  fact,  that  does  biennial  budgeting  and 
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biennial  appropriating;  albeit  a  much  smaller  system,  it  is  one  that 
works. 

If  I  may  submit  a  statement  for  the  record,  I  will  just  make  a 
few  comments. 

Senator  THOMPSON.  Without  objection,  it  will  be  part  of  the 
record. 

Senator  THOMAS.  Most  of  what  is  important  has  already  been 
said,  but  let  me  just  start  by  saying  that  to  most  of  us  the  system 
now  does  not  produce  the  kinds  of  results  that  we  look  for,  and  that 
is  the  basis,  I  suppose,  of  where  we  are.  I  don't  have  a  good  pun 
about  Senator  Byrd  burdening  the  Senate,  but  nevertheless  we  do 
spend  too  much  time  on  the  budget  issue  and  we  are  not  through 
in  a  timely  way. 

There  have  been  over  60  continuing  resolutions  since  1977.  The 
1996  appropriations,  of  course,  were  not  completed  until  6  months 
into  this  year.  So,  clearly,  it  takes  too  long  a  time,  and  perhaps 
there  are  too  many  issues,  too  many  policy-oriented  matters  that 
end  up  in  the  appropriations  process,  too  many  repetitive  votes  on 
the  same  issues — we  see  that  happening  time  and  time  again  and 
we  continue  to  go  over  the  same  thing — and  not  enough  time  for 
vigorous  oversight. 

It  iust  seems  to  me  that  if  we  really  are  going  to  take  a  look  at 
the  $1.6  trillion  we  spend  that  oversight  by  the  authorizing  com- 
mittees is  a  fundamental  issue  and  a  fundamental  function  and  one 
that  we  really  ought  to  expand.  And  if  we  are  looking  at  making 
fundamental  change,  those  of  us  who  would  like  to  reduce  the  size 
of  government,  it  seems  to  me  that  oversight,  evaluation  of  pro- 
grams, ideas  of  change  of  programs,  really  ought  to  be  initiated  in 
the  authorizing  committees. 

This  is  a  2-year  Congress.  Two-year  budgets  and  2-year  appro- 
priations seem  to  be  appropriate.  Where  you  could  have  the  budget 
and  the  appropriations  take  place  in  the  first  year  and  oversight 
take  place  in  the  second  year,  certainly  that  is  what  we  ought  to 
be  doing.  Timely  action  on  the  budget  legislation  is  important. 
Eliminating  redundancy  is  important.  Providing  more  time  for 
oversight  is  important.  Those  are  the  things  that  I  think  we  could 
indeed  do,  and  that  is  what  this  bill,  provides  to  do.  Certainly,  it 
will  not  be  passed  this  year,  but  we  will  bring  a  bill  again  next 
year  that  will  continue  this  fight.  Many  of  the  taxpayer  groups 
have  supported  it — Citizens  Against  Government  Waste,  Hudson 
Institute,  Concord  Coalition,  CATO,  and  others. 

There  is  a  20-year  history  of  activity  in  this  area.  It  has  been 
supported  on  a  bipartisan  basis  and  continues  to  be.  There  are  ar- 
guments against  it,  of  course;  we  always  hear  them.  States  are 
moving  away,  we  hear,  from  biennial  budgeting.  I  suggest  to  you 
that  that  is  largely  because  of  the  annual  budgeting  of  the  Federal 
Government.  There  is  so  much  involvement  there  that  they  have 
to  make  an  adjustment  to  fix  that. 

The  argument  is  biennial  budgeting  would  lead  to  greater  use  of 
supplemental  spending.  Perhaps  so,  but  there  is  nothing  detrimen- 
tal about  that.  Economic  projections  are  too  inaccurate,  some  say, 
to  be  done  for  2  years.  That  is  simply  not  true.  The  economic  pro- 
jections go  beyond  2  years  now — in  fact,  5  years — and  indeed  the 
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executive  agencies  would  be  much  better  off  to  have  an  idea  of 
what  they  were  going  to  do  for  2  years  rather  than  1. 

Some  say  it  inhibits  the  Congress'  abihty  to  deal  with  emer- 
gencies. It  is  simply  not  so.  This  bill  provides  for  emergency  mo- 
tions. Quite  frankly,  in  my  observation,  at  least — and  I  don't  say 
it  harshly,  but  the  main  opposition  comes  from  the  appropriators, 
who  find  the  annual  appropriation  gives  a  lot  more  thrust  and 
muscle  to  the  appropriating  committee,  and  I  understand  that. 
Again,  I  served  on  that  in  the  Wyoming  Legislature  and  I  do  know 
that  it  is  kind  of  nice  to  be  able  to  lord  over  your  friends  and  say, 
well,  you  want  this,  we  will  do  some  other  things,  and  do  it  annu- 
ally. 

Senator  DOMENICI.  We  don't  do  that.  We  never  do  that. 

Senator  Thomas.  Really? 

Senator  DOMENICI.  Appropriators  in  the  Senate  never  do  that. 

Senator  Ford.  They  just  take  it  home  with  them.  [Laughter.] 

Senator  THOMAS.  I  do  appreciate  the  interest  in  it,  and  I  cer- 
tainly want  to  commit  myself  to  work  with  these  gentlemen  who 
have  had  more  experience  than  I  in  causing  some  changes  to  be 
made. 

Mr.  Chairman,  I  thank  you  for  hearing  me. 

Senator  THOMPSON.  Thank  you  very  much,  Senator. 

[The  prepared  statement  of  Senator  Thomas  follows:] 

PREPARED  STATEMENT  OF  SENATOR  THOMAS 

Thank  you,  Mr.  Chairman,  for  holding  this  hearing  today.  I  look  forward  to  work- 
ing with  you  to  make  our  budget  process  more  efficient  in  order  to  help  us  achieve 
our  goal  of  balancing  the  Federal  budget. 

The  current  budget  process  is  breaking  down.  Congress  and  the  Executive  Branch 
spend  entirely  too  much  time  on  budget  issues.  Since  the  most  recent  budget  process 
reform  in  1974,  Congress  has  consistently  failed  to  complete  action  on  the  Federal 
budget  before  the  start  of  the  fiscal  year  and,  as  a  result,  has  increasingly  relied 
on  omnibus  spending  measures  to  fund  the  Federal  Government.  In  fact,  since  1977, 
Congress  has  passed  over  60  continuing  resolutions  just  to  keep  the  Federal  Govern- 
ment open.  The  best  example  of  the  breakdown  of  the  current  budget  process  is  the 
Fiscal  Year  (FY)  1996  appropriations  cycle.  Action  wasn't  completed  on  the  budget 
until  6  months  into  the  new  fiscal  year. 

The  budget  resolution,  reconciliation  bill  and  appropriations  bills  continue  to  be- 
come more  time-consuming.  In  the  process,  authorizing  committees  are  being 
squeezed  out  of  the  schedule.  There  are  too  many  votes  on  the  same  issues  and  too 
much  duplication.  In  the  end,  this  time  could  be  better  spent  conducting  vigorous 
oversight  of  Federal  programs  which  currently  go  unchecked,  exacerbating  the  Fed- 
eral budget  deficit. 

In  response  to  these  problems,  last  year  I  introduced  S.  1434,  legislation  that 
would  create  a  biennial  budget  process.  Former  Senate  Majority  Leader  Bob  Dole, 
Senate  Budget  Committee  Chairman  Pete  Domenici,  Senator  Thompson  and  many 
other  Senators  joined  me  in  sponsoring  this  bill.  It  makes  a  comprehensive  overhaul 
of  the  budget  process.  S.  1434  would  create  2-year  authorizations,  appropriations 
and  budget  resolutions.  The  budget  biennium  is  defined  as  the  two  consecutive  fiscal 
years  beginning  on  October  1  of  any  odd-numbered  year. 

The  first  session  of  any  Congress  would  be  devoted  to  the  budget  resolution  and 
to  appropriations  decisions.  Most  of  the  current  deadlines  for  these  activities  are 
maintained.  This  timetable  would  allow  the  budget  to  be  adopted  in  the  first  year 
of  President's  term  or  in  the  first  session  of  a  new  Congress,  providing  the  oppor- 
tunity to  implement  a  new  agenda  swiftly.  The  primary  focus  of  the  second  session 
of  Congress  would  be  to  authorize  or  re-authorize  spending  programs.  A  session  de- 
voted entirely  to  examining  Federal  spending  will  be  a  powerful  mechanism  for  get- 
ting runaway  programs  under  control. 

S.  1434  makes  several  other  changes  to  the  Budget  Act.  It  would  require  the  Con- 
gressional Budget  Office  (CBO)  to  issue  4-year  projections  of  Congressional  budget 
actions.  In  addition,  the  budget  reconciliation  process  is  modified  in  two  ways:  (1) 
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the  time  for  consideration  of  a  reconciliation  bill  is  increased  from  20  hours  to  100 
hours;  and  (2)  it  would  be  out  of  order  to  consider  in  both  the  House  and  Senate 
any  reconciliation  legislation  changing  any  provision  of  law  other  than  one  relating 
to  new  budget  or  spending  authority,  revenues,  or  the  public  debt  limit. 

My  bill  will  rectify  many  of  the  problems  regarding  the  current  process  by  promot- 
ing timely  action  on  budget  legislation.  In  addition,  it  will  eliminate  much  of  the 
redundancy  in  the  current  budget  process.  This  legislation  does  not  eliminate  any 
of  the  processes — each  serve  important  roles  in  Congressional  deliberations.  How- 
ever, by  making  decisions  once  every  2  years  instead  of  annually,  the  burden  should 
be  significantly  reduced. 

Perhaps  most  importantly,  biennial  budgeting  will  provide  more  time  for  effective 
Congressional  oversight,  which  will  help  reduce  the  size  and  scope  of  the  Federal 
Government.  Congress  simply  needs  more  time  to  review  existing  spending  pro- 
grams in  order  to  determine  priorities  in  our  drive  to  balance  the  budget. 

Another  benefit  of  a  2-year  budget  cycle  is  its  effect  on  long  term  planning.  A  bi- 
ennial budget  will  allow  the  Executive  Branch  and  State  and  local  governments,  all 
of  which  depend  on  Congressional  appropriations,  to  do  a  better  job  making  plans 
for  long  term  projects. 

Two-year  budgeting  has  been  endorsed  by  the  following  budget  watchdog  groups: 
Citizens  Against  Government  Waste,  Hudson  Institute,  Concord  Coalition,  CATO 
Institute  and  Committee  for  a  Responsible  Federal  Budget.  In  addition,  this  idea 
has  a  20  year  legislative  history  of  bipartisan  support,  including  Presidents  Reagan 
and  Bush. 

Mr.  Chairman,  2-year  budgets  are  not  a  novel  idea.  Nor  will  biennial  budgeting 
cure  all  of  the  Federal  Government's  ills.  However,  separating  the  budget  session 
from  the  oversight  session  works  well  across  the  country  in  our  State  Legislatures. 
It  is  a  solid  first  step  toward  restoring  some  fiscal  accountability  in  our  Nation's 
capital.  I  commend  Chairman  Thompson  for  holding  this  hearing  today.  I  am  hope- 
ful it  will  be  a  catalyst  for  action  on  this  common  sense,  good  government  reform. 

Senator  THOMPSON.  Senator  Ford  certainly  has  been  a  leader  in 
this  area  for  many  years.  We  are  happy  to  have  you  here,  Senator, 
and  any  statement  that  you  might  have. 

TESTIMONY  OF  HON.  WENDELL  H.  FORD,  A  U.S.  SENATOR 
FROM  THE  STATE  OF  KENTUCKY 

Senator  FORD.  Senator  Thompson,  Senator  Glenn,  and  my  col- 
leagues, I  thank  you  for  the  opportunity  to  be  here  today.  I  also  ask 
consent  that  my  statement  be  made  a  part  of  the  record,  and  I  will 
take  a  few  moments  to  kind  of  highlight  it. 

Senator  THOMPSON.  Without  objection. 

Senator  FoRD.  Let  me  just  agree  with  what  I  have  heard  from 
both  of  my  colleagues.  In  1981  when  I  introduced  the  first  bill,  I 
had  one  co-sponsor,  Mr.  Chairman,  thai  thought  he  was  co-sponsor- 
ing a  study  of  the  2-year  budget.  I  had  6  co-sponsors  in  1981,  and 
so  for  15  years  I  have  been  pushing  and  cajoling  and  talking  about 
a  2-year  budget. 

I  come  from  the  Legislature,  as  Senator  Thomas  has.  We  had  a 
2-year  budget.  I  came  from  the  Kentucky  Senate,  then  to  lieuten- 
ant governor,  and  governor,  and  I  worked  on  a  2-year  budget  all 
of  that  time  and  it  worked  well.  We  got  estimates,  and  maybe  we 
had  a  little  conservative  estimate,  but  that  wasn't  all  bad  because 
at  the  end  of  the  year  we  had  a  surplus  rather  than  a  shortage, 
and  so  it  worked  very  well. 

Let  me  give  you  just  a  thumb  nail  sketch  of  what  you  are  trying 
to  do  and  I  want  to  help  you  do.  One,  a  2-year  budget  is  important 
to  our  States.  We  talk  about  giving  block  grants  back  to  States  and 
let  States  have  more  authority,  but  we  appropriate  these  funds  for 
the  States  and  then  to  the  communities.  It  is  much  better  to  be 
able  to  sit  there  and  know  that  you  are  going  to  have  "x"  number 
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of  dollars  this  year  and  "x"  number  of  dollars  next  year.  That  is  ba- 
sically what  you  are  going  to  receive,  so  then  that  gives  you  an  op- 
portunity to  think  through  contracts,  new  buildings,  new  programs, 
whatever  it  might  be,  on  the  basis  that  you  know  the  money  is 
coming. 

You  do  a  better  job  of  contracting  because  you  don't  hurry  up  to 
spend  the  money  because  at  the  end  of  the  year,  if  you  don't  spend 
it,  it  goes  back  to  the  general  fund  and  you  might  lose  it  and  the 
State  would  not  have  the  money.  So  you  could  plan  over  a  2-year 
basis.  Say  you  are  going  to  contract  for  a  new  airport  and  a  State 
has  to  put  up  10  percent,  so  5  percent  they  know  that  they  will 
have  this  year  and  next  year,  but  they  will  get  the  90  percent  for 
that  airport.  Then  they  could  let  the  contract  over  that  period  of 
time  and  have  construction  management,  if  they  wanted  to. 

A  lot  of  things  could  be  done  under  a  2-year  program.  They  know 
the  money  is  coming.  They  can  be  comfortable  with  it.  They  don't 
have  to  worry  about  do  we  have  another  3-day  continuing  resolu- 
tion, do  we  have  a  7-day  continuing  resolution,  or  do  we  have  an 
annual  continuing  resolution.  It  does  mischief  to  the  States.  So,  on 
that  basis,  they  can  make  more  cents,  c-e-n-t-s,  out  of  a  dollar  if 
they  have  this  ability  of  knowing  what  their  revenue  stream  will 
be. 

I  think  it  is  very,  very  important,  if  we  are  going  to  put  the  re- 
sponsibility on  the  States,  to  give  them  every  flexibility  we  can, 
and  a  2-year  budget  is  fine.  It  really  works  and  I  can  show  you  how 
it  works.  I  have  looked  at  this.  It  is  a  pretty  good  schedule.  The 
appropriators  say,  well,  we  can't  do  this  and  we  can't  do  that.  You 
can  do  it  because  you  have  already  laid  it  out  in  your  bill  and  Sen- 
ator Thomas  has,  too,  to  show  how  it  can  be  done. 

You  can  change  a  2-year  budget  just  like  you  change  a  1-year 
budget.  There  are  no  real  problems,  and  if  you  are  going  to  help 
the  people  back  home,  you  make  a  2-year  budget  and  this  year  they 
get  $1  million  for  this  bridge  program.  Next  year,  you  can  put  out 
a  release  and  we  get  the  second  million.  If  you  want  to  do  politics 
with  it,  that  is  fine.  Go  ahead  and  do  it,  but  you  can  do  it  in  a  2- 
year  budget  the  same  as  you  can  do  with  a  1-year  budget. 

So  we  sit  here  all  year  fussing,  fuming,  debating  and  that  sort 
of  thing  as  it  relates  to  funding.  I  am  convinced  that  we  have  some 
very,  very  smart  men  and  women  in  the  U.S.  Senate.  I  think  they 
have  the  ability,  if  they  have  the  time,  to  eliminate — we  put  so 
much  in  the  budget  to  eliminate  fraud,  waste  and  abuse,  and  that 
is  the  last  you  hear  of  it  because  we  don't  have  time  to  try  to  elimi- 
nate it. 

So  if  we  have  the  director  of  a  department  come  in  and  he  says, 
in  the  first  6  months  I  am  going  to  save  "x"  number  of  dollars,  in 
6  months  you  can  have  that  director  back  before  the  committee  and 
say,  how  are  you  doing?  GAO  could  work.  There  are  so  many 
things  we  can  do  to  make  government  more  efficient  and  make  the 
taxpayers'  dollars  work  well. 

So,  Mr.  Chairman,  I  know  my  colleagues  here.  I  understand  their 
desire,  and  so  I  think  oversight  would  be  something  that  may  be 
the  nitty-gritty  and  there  is  no  sex  appeal  to  it,  but  I  think  good 
government  is  good  politics  and  I  think  an  efficient,  effective  gov- 
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eminent  is  the  best  of  politics  because  that  is  what  we  are  sent 
here  for. 

So  if  we  will  oversight  our  Federal  Government  have  the  time  to 
do  it,  if  we  will  say  to  our  States  and  our  communities,  here  are 
2  years  of  funding  and  you  then  can  work  from  that,  they  have  the 
ability  then  to  make  a  contract.  This  year,  they  won't  be  able  to 
finish  the  contract.  They  don't  knovy^  whether  they  are  going  to  get 
the  money  in  the  second  year  or  not,  but  if  you  have  it  in  2  years, 
you  could  have  a  2-year  contract,  or  18  months,  that  will  go  over 
into  the  next  fiscal  year.  It  just  gives  you  a  great  opportunity,  and 
that  gives  some  confidence,  then,  to  your  local  officials.  It  strength- 
ens them  as  it  relates  to  their  ability  to  do  more  for  their  commu- 
nity. It  shores  up  their  integrity  with  the  public  because  they  can 
do  those  things  that  they  have  planned  to  do  much  better  than 
they  would  have  if  it  is  on  a  see-saw  basis. 

It  is  a  non-partisan,  bipartisan,  however  you  want  to  call  it — this 
is  a  friends  bill.  We  understand  what  is  going  on  here,  and  back 
in  our  communities  others  who  have  been  elected  to  those  offices 
understand  what  the  problems  are. 

So,  Mr.  Chairman,  I  encourage  you  and  your  Committee  to  work 
on  this  as  hard  as  you  can.  I  understand  the  Appropriations  Com- 
mittee. I  understand  the  problems  you  have,  and  when  you  get  it, 
you  don't  want  to  turn  it  loose.  I  made  a  mistake  early  on.  Twenty 
years  ago,  I  could  have  gotten  on  the  Appropriations  Committee. 
Lord,  I  wish  I  had.  I  did  not,  but  I  still  think  I  have  a  part  to  play 
and  I  feel,  with  the  new  surge  here  as  it  relates  to  this  with  you 
and  Senator  Thomas  and  others,  Mr.  Chairman,  that  we  are  going 
some  place  with  this  now.  I  am  ready  to  lift,  to  carry  your  bags, 
or  whatever,  in  order  to  see  that  this  is  accomplished. 

I  thank  my  colleagues  and  I  will  be  willing  to  answer  any  ques- 
tions you  might  want  to  pose  to  me. 

[The  prepared  statement  of  Senator  Ford  follows:] 

PREPARED  STATEMENT  OF  SENATOR  FORD 

Mr.  Chairman,  distinguished  Committee  Members,  thank  you  for  inviting  me  here 
today.  I  am  pleased  to  be  here  to  speak  in  support  of  a  2-year  budget  cycle — an  issue 
I  have  been  championing  since  1981.  I  believe  in  its  potential  as  strongly  now  as 
I  did  then.  It's  an  idea  whose  time  has  come. 

There  are  several  advantages  to  a  2-year  budget  cycle.  First,  there  will  be  a  sav- 
ings of  time  and  money.  Congress  currently  debates  spending  priorities  and  funding 
decisions  not  only  every  year,  but  several  times  within  1  year.  By  limiting  budget 
action  to  only  one  session  of  each  Congress,  we  eliminate  repetitive  votes  on  budget 
priorities  and  spending  allocations.  We  also  allow  the  Executive  Branch  and  recipi- 
ents of  Federal  aid,  such  as  State  and  local  governments,  to  better  manage  Federal 
dollars  to  get  more  cents  out  of  the  dollar. 

Second,  biennial  budgeting  allows  for  greater  planning  and  more  deliberate  spend- 
ing decisions.  Too  often.  Congress  has  padded  the  budget  resolution  with  spending 
for  anticipated  reforms  and  new  initiatives  only  to  find  that  action  is  not  completed 
on  the  authorization  before  the  new  fiscal  year  begins.  Unfortunately,  those  funds 
provided  for  in  the  budget  cannot  be  deleted  or  reserved  for  the  next  fiscal  year, 
but  must  be  spent  on  other  programs. 

A  2-year  budget,  with  one  session  reserved  specifically  for  oversight  and  author- 
izations, will  give  Congress  the  time  to  enact  responsible  spending  proposals  before 
the  adoption  of  a  budget  resolution  and  appropriations  bill.  A  2-year  budget  cycle 
will  give  the  Executive  Branch  and  State  and  local  governments,  2  years  to  plan 
for  the  most  efficient  use  of  Federal  dollars. 

Third,  a  2-year  budget  will  give  Congress  the  opportunity  to  review  spending  deci- 
sions, and  allow  the  Executive  Branch  to  conduct  compliance  review.  Too  often  we 
hear  that  once  a  Federal  program  is  created,  it  will  be  funded  into  eternity.  Con- 
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gress  simply  needs  more  time  to  review  existing  spending  programs  to  determine 
whether  they  should  be  modified,  expanded,  or  replaced. 

Finally,  biennial  budgeting  provides  greater  funding  certainty  for  State  and  local 
governments.  Our  elected  counterparts  in  the  States  must  plan  their  budgets  in 
large  part  around  Federal  spending  decisions.  As  we  know  from  last  year's  debate 
on  the  budget.  Congress  all  too  often  misses  deadlines  and  does  not  complete  action 
before  the  beginning  of  the  fiscal  year.  State  and  local  governments  simply  cannot 
put  their  budget  deliberations  on  automatic  pilot  while  Congress  completes  its  work. 
State  and  local  governments  cannot  be  expected  to  efficiently  carry-out  Federal 
spending  programs  if  they  lack  the  certainty  that  funds  will  be  provided  on  time. 

While  a  2-year  budget  won't  replace  the  tough  decision  making  necessary  for  defi- 
cit reduction,  it  will  make  our  work  on  the  deficit  and  the  Federal  budget  more  effi- 
cient and  more  effective.  When  I  was  Governor  of  Kentucky,  2-year  budgeting 
helped  us  to  lay  out  a  master  plan  for  the  entire  State.  And  that  master  plan  en- 
abled agencies,  local  governments  and  constituency  groups  to  do  long-term  plan- 
ning— planning  that  led  to  greater  efficiency,  over-all  cost  savings  and  equally  im- 
portant, peace  of  mind  about  future  funding.  We  need  this  sort  of  planning  on  the 
Federal  level.  Again,  I  thank  the  distinguished  Chair  and  Members  of  the  Commit- 
tee for  holding  this  hearing  on  this  most  important  and  timely  issue. 

Senator  THOMPSON.  Well,  thank  you  very  much,  Senator  Ford. 
You  make,  I  think,  a  very  good  point  that  probably  is  overlooked 
a  lot — the  effect  on  the  States.  As  you  were  talking,  my  recollection 
is  that  as  much  as  15  percent  of  our  entire  Federal  budget  is  trans- 
fer payments  either  to  the  States  or  localities  or  to  individuals 
through  States  and  localities.  So  you  are  talking  about  an  awful  lot 
of  money. 

Senator  FoRD.  Let  me  give  you  an  example  in  your  State,  Mr. 
Chairman.  We  had  a  prohibition  against  funding  airport  improve- 
ments, and  at  the  time  Nashville  wanted  to  improve  for  a  hub. 
They  needed  several  million  dollars.  How  do  we  let  them  know  that 
down  the  pike  they  are  going  to  receive  this  money?  So  we  found 
that  you  could  amend  the  law  to  say  that  if  your  project  is  ap- 
proved ultimately  and  you  have  already  completed  it,  then  you  can 
be  funded,  but  not  with  interest. 

Nashville  went  ahead  under  those  circumstances  and  built  their 
larger  airport  and  now  are  a  hub  and  very  active.  So  by  giving 
them  some  advance  ability  to  go  ahead  and  get  something  done, 
they  performed  a  service  that  you  wouldn't  have  had  otherwise,  or 
would  have  been  delayed  by  2  or  3  years,  because  they  were  down 
on  the  pecking  order  and  as  the  money  became  available  they 
slipped  up  to  the  top.  We  knew  they  were  approved,  but  you 
couldn't  build  until  you  got  the  money,  so  we  gave  them  the  oppor- 
tunity. So  I  think  it  works,  Mr.  Chairman. 

Senator  Thompson.  Excellent  example.  I  think  most  surprising 
to  me  as  I  got  into  this  subject  was  how  much  work  has  been  done, 
such  as  the  people  on  the  panel.  It  has  been  there  for  such  a  long 
time  as  an  issue,  and  I  was  struck  as  Senator  Domenici  was  testi- 
fying and  quoting  Senator  Byrd.  From  someone  who  has  been  here 
as  long  as  he  has  to  someone  who  has  been  here  a  shorter  period 
of  time  as  Senator  Thomas  and  I  have,  we  come  to  the  same  con- 
clusion. 

As  I  came  here,  people  asked  me,  are  you  having  any  fun?  People 
asked  me,  how  are  you  enjoying  it?  I  started  thinking  about  that 
and  "fun"  is  not  the  first  word  that  comes  to  mind.  [Laughter.] 

The  only  real  problem,  when  you  consider  what  you  can  do,  is  the 
day-to-day  fractured  nature  of  your  existence.  The  only  thing  that 
surprised  me — I  was  not  totally  unaware  of  what  goes  on  in  this 
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town.  What  surprised  me  is  the  demands  on  our  time,  many  of 
which  are  self-imposed  institutionally,  individually.  Technology 
plays  its  part,  and  the  media  and  the  way  they  use  us  and  we  use 
them,  and  all  of  that  plays  its  part,  for  better  or  for  worse,  but 
there  is  such  little  time  to  do  the  things  that  we  thought  we  were 
coming  up  here  to  do.  Then  we  get  into  this  overlapping  budget 
process  where  it  seems  like  practically  all  of  our  time,  even  those 
of  us  who  are  not  directly  involved  in  the  budget  process,  is  spent 
in  dealing  with  those  kinds  of  issue. 

So  I  guess  my  first  question  is,  in  view  of  all  this,  in  view  of  the 
bipartisan  interest  over  the  years  and  the  strong  feelings  that  so 
many  have  had,  what  is  the  reason  that  it  has  been  such  a  long 
time  coming?  Is  it  strictly  a  matter  of  the  resistance  from,  shall  we 
say,  the  appropriations  process  or  is  there  a  deeper  concern  when 
you  get  right  down  to  it  among  Members  over  the  years  that  this 
is  in  some  way  going  to  upset  the  balance  of  power  or  something 
else?  Why  has  it  taken  so  long  to  apparently  get  real  serious  about 
this  obvious  problem,  in  your  opinion? 

Senator  DOMENICI.  Well,  let  me  go  through  4  or  5  things.  There 
is  a  provision  in  the  Budget  Act  that  provides  a  point  of  order 
against  legislation  if  that  legislation  has  not  been  cleared  by  the 
Budget  Committee  and  it  is  within  their  jurisdiction. 

It  has  been  very  difficult  to  report  out  pieces  of  budget  reform 
legislation  in  the  Budget  Committee  because  there  are  those  who 
want  to  reform  it  from  the  bottom  up.  As  a  consequence,  there  has 
been  a  reluctance  to  try  to  report  out  a  bill  that  is  as  targeted  as 
this.  The  one  serious  effort  that  was  mustered  came  out  of  that 
Joint  Committee  on  reform  and  when  we  offered  it  on  the  floor,  it 
was  resisted  by  Senator  Byrd,  by  Senator  Hatfield,  by  Senator  Ste- 
vens and  almost  all  people  on  the  Appropriations  Committee.  I  am 
not  telling  an3^thing  out  of  school.  You  asked,  so  I  am  telling  you. 

A  Budget  Act  point  of  order  was  raised  against  our  legislation. 
We  got  58  votes,  and  I  don't  believe  we  had  the  time  to  muster  the 
kind  of  support  that  this  testimony  shows.  Let  me  also  tell  you 
those  who  oppose  it  clearly  do  not  just  say  we  oppose  it  because 
we  are  appropriators.  The  opposition  has  come  from  some  notions 
you  just  raised.  There  are  some  who  think  it  gives  the  President 
more  power  and  that  Congress  should  -keep  that  annual  kind  of 
noose  where  we  can  get  things  done  our  way. 

Frankly,  I  would  submit  that  a  study  of  that  would  probably  re- 
veal that  what  we  get — that  is  our  way — is  pretty  marginal.  Sen- 
ator Glenn.  The  President's  budget,  whoever  the  President  is,  gets 
approved  probably  to  the  extent  of  90  percent  of  it  as  it  works  its 
way  through  here.  There  are  others  who  have  taken  a  small  State/ 
big  State  approach.  Small  States  have  a  little  better  shot  at  things 
if  there  is  an  annual  appropriation. 

Frankly,  I  think  we  are  just  going  to  roll  those  issues  over  next 
year  because  let  me  tell  you,  in  addition  to  the  marvelous  examples 
that  the  Minority  Whip  used  here,  let  me  just  give  you  the  kinds 
of  groups  that  can  be  organized  for  efforts  next  year;  the  scientists 
of  America,  the  Nobel  Laureates  who  have  written  us  recently, 
scores  of  them  sajdng,  what  is  going  to  happen  to  our  science 
money?  They  stand  and  applaud  when  you  tell  them  you  are  going 
to  give  them  a  little  more  certainty  by  appropriating  for  2  years. 
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They  feel  that  if  they  knew  where  the  money  was  going  to  be  and 
how  much  they  could  spend  in  the  science  projects  that  they  are 
working  on  for  2  years  instead  of  1,  it  would  be  a  giant  stride  in 
the  right  direction. 

I  believe  we  have  just  struck  the  surface  there  because  I  think 
you  can  go  out  to  those  who  participate  in  the  Federal  Government. 
I  don't  see  why  all  of  those  who  support  education  would  not  sup- 
port this.  In  fact,  education  is  an  example.  The  annual  budgeting 
worked  so  bad  for  education  that  we  advanced  the  funding  of  edu- 
cation. We  fund  a  year  in  advance,  so  that  we  are  not  funding  1996 
in  1996;  we  are  funding  1997-98  because  they  need  it  to  plan.  Ev- 
erybody does. 

Last  but  not  least  is  a  general  allegation  by  those  who  do  annual 
budgeting  that  we  will  be  too  far  off  the  mark;  that  the  estimating 
is  not  good  enough;  that,  in  fact,  we  will  have  to  come  back  and 
redo  too  many  things.  Frankly,  I  agree  with  my  friend  from  Ken- 
tucky. That  just  means  we  have  to  write  the  right  kind  of  bill.  That 
doesn't  mean  we  have  to  have  annual  appropriations.  We  have  to 
make  sure  that  the  adjustments  that  are  needed  for  our  country 
can  be  made. 

That  doesn't  mean  we  have  to  have  annual  appropriations  to 
keep  up  with  estimates.  There  are  a  lot  of  ways  we  could  do  that. 
The  States  are  doing  it,  I  am  sure.  Didn't  you  do  that? 

Senator  THOMAS.  Sure. 

Senator  DOMENICI.  If  the  estimates  were  off,  you  made  some  ad- 
justments. 

Senator  FORD.  In  my  State,  it  was  so  small  we  did  it  every  30 
days,  and  then  you  had  the  individual  that  came  in  the  estimate 
and  all  the  projections  for  you  and  you  had  to  sit  down  in  that 
quiet  moment  and  make  a  decision  because  the  governor  has  to 
make  the  final  decision.  You  could  track  that,  and  you  can  in  the 
Federal  Government.  You  can  track  it  monthly  and  see  how  it  is 
faring  and  get  a  report  from  0MB  or  Treasury  or  whoever  you 
want  to  get  it  from.  I  agree  with  Pete.  There  is  no  problem. 

Senator  DOMENICI.  The  other  thing  is  that  almost  all  the  esti- 
mating errors  or  changes  are  in  entitlements  and  revenues  and 
they  are  kind  of  automatic.  I  mean,  we  are  not  going  to  change 
those  every  6  months  anyway.  You  have  just  got  to  say  here  is  re- 
ality. 

Senator  THOMPSON.  Well,  on  that  point,  let  me  ask  you  one  more 
question  and  then  I  want  to  turn  to  Senator  Glenn.  Will  biennial 
budgeting  have  an  impact  on  the  thing  that  seems  to  be  driving  ev- 
er34;hing  else  around  here,  and  that  is  the  deficit  problem,  which 
are  obviously  the  mandatory  expenditures  which  are  most  of  the 
budget  now?  Will  this  have  any  impact  one  way  or  another  on  get- 
ting a  handle  on  that?  Obviously,  in  and  of  itself  it  doesn't  address 
that,  but  in  some  way  will  that  possibly  free  us  up  to  perhaps  deal 
with  that  more  effectively  in  some  way,  or  does  it  impact  it  at  all, 
in  your  opinion? 

Senator  DOMENICI.  Well,  Senator,  I  think  an  argument  could  be 
made  that  we  perhaps  need  the  advantages  of  changing  every  year 
to  attempt  to  get  the  budget  deficit  under  control,  but  I  think  the 
fact  is  we  haven't  gotten  it  under  control  with  annual  budgeting. 
It  went  wild. 
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Second,  the  part  that  has  gone  most  wild  is  the  entitlement  pro- 
grams. Actually,  whether  it  is  annual  or  biennial,  the  fact  of  the 
matter  is  you  have  got  to  decide  whether  you  are  going  to  change 
entitlements,  and  if  you  don't  change  them,  it  doesn't  matter 
whether  you  are  doing  it  1  year  or  2  years. 

A  budget  resolution,  it  seems  to  me,  that  mandated  things  2 
years  at  a  time  would  certainly  not  be  anything  less  effective  than 
what  we  are  trying  to  do  now.  We  have  caps  that  we  try  to  extend 
for  more  than  a  year,  but  you  can  change  them  any  time  you  want 
on  a  yearly  basis.  You  put  them  in  for  5  years,  but  you  can  vote 
them  out.  So  I  think  we  could  make  the  kinds  of  adjustments  that 
would  make  it  as  easy  to  fix  entitlements  under  the  2  year  as  the 
1,  and  that  is  the  only  part  I  would  be  concerned  about. 

Senator  Thomas.  Mr.  Chairman,  may  I  comment  on  that  just  a 
minute?  It  seems  to  me  that,  of  course,  budgeting  is  how  you  adjust 
dollars  each  year  or  every  2  years  or  whatever,  but  the  real  fun- 
damental change,  if  you  are  desirous  of  balancing  the  budget,  is 
you  have  to  make  some  fundamental  change  in  programs,  fun- 
damental change  in  operations,  fundamental  change  in  the  way 
things  work,  and  that  really  is  a  function  of  the  authorizing  com- 
mittee. 

I  happen  to  be  on  the  Energy  Committee.  If  you  want  to  do  some- 
thing about  the  Department  of  Energy,  then  we  ought  to  do  that 
and  change  the  programs  so  that  the  cost  is  less.  Frankly,  to  try 
to  change  the  basis  and  the  nature  of  government  by  changing  the 
amount  of  dollars  at  the  top  is  really  not  the  right  way  to  do  it. 
You  ought  to  change  the  character  of  the  program  and  then  the 
dollars  will  follow.  So  I  think  at  least  you  could  logically  make  the 
argument  that  more  oversight,  more  efforts  on  the  part  of  the  au- 
thorizers  would  result  in  a  better,  more  valid  movement  toward 
balancing  the  budget. 

Senator  FoRD.  May  I  just  say  that  if  you  set  the  2-year  budget 
and  you  are  down  to  this  point  the  first  year  and  you  are  down  to 
the  second  point  in  the  second  year,  then  you  have  made  an  effort 
to  reduce  the  deficit  and  balance  the  budget  so  you  can  look  at  it 
over  a  2-year  period.  If  you  were  conservative  in  your  revenue,  then 
you  will  have  a  surplus.  If  you  want  to  apply  to  that  State  budg- 
ets— and  I  have  done  it — if  the  income  exceeds  a  $25  million  sur- 
plus, the  next  $15  million  would  be  used  for  education.  That  was 
the  first  one  I  used.  So  as  we  get  that,  that  is  put  into  the  next 
year. 

There  are  so  many  things  that  you  can  do,  but  I  agree  with  my 
friend.  We  may  not  have  to  change  the  fundamentals  here,  just 
change  the  way  we  operate  under  the  fundamental  process,  the 
oversight.  So  we  would  not  disturb  some  of  those  that  are  worried 
about  the  fundamental  way  we  operate  here.  We  could  not  change 
that.  We  wouldn't  have  to,  but  we  would  be  able  to  give  oversight 
and  I  think  ultimately  we  will  be  able  to  make  those  fundamentals 
so  much  more  effective. 

Senator  Thompson.  Thank  you.  Senator  Glenn. 

Senator  Glenn.  Just  a  short  remark.  In  Ohio,  we  have  biennial 
budgeting  and  yearly  legislative  sessions,  which  is  sort  of  what  we 
are  talking  about  going  to  here.  I  am  thinking  about  Dick  Finan 
behind  you  there.  He  is  president  pro  tem  of  our  Ohio  State  Senate. 
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I  haven't  checked  with  him  on  what  his  testimony  is  going  to  be, 
but  I  would  be  surprised  if  he  doesn't  say  that  it  works  pretty  well. 

Mr.  FiNAN.  You  are  right. 

Senator  Glenn.  Yes,  and  we  have  had  good  experience  with  it. 
It  has  been  in  effect  for  some  time  and  we  have  ways  of  adjusting 
the  thing  as  you  go  along.  We  are  a  major  State.  We  are,  I  think, 
about  the  sixth  or  seventh  largest  State  now  and  our  budget  is 
about  the  sixth  or  something  like  that,  I  think,  among  State  budg- 
ets. So  we  have  had  pretty  good  experience  with  it  there. 

I  think  in  answer  to  your  question,  though,  Mr.  Chairman,  about 
why  this  hasn't  happened  a  long  time  ago,  you  are  rocking  the 
boat.  Everybody  has  got  their  own  little  niche  carved  out  and  their 
own  little  committees  and  their  own  little  way  of  supporting  and 
their  own  staff  people  assigned  to  everything  they  do.  When  you 
start  messing  around  with  all  this  stuff  and  fiddling  around  with 
budgets,  and  so  on,  you  are  talking  about  getting  to  the  heart  of 
where  they  live  and  all  their  press  releases,  as  Wendell  said  ear- 
lier. That  is  one  of  the  little  problems  around  here,  unfortunately. 
I  think  people,  once  they  get  a  niche  carved  out  around  here,  are 
very  resistant  to  change,  but  I  think  this  is  a  change  that  is  long 
overdue  myself. 

Senator  THOMPSON.  Thank  you.  Could  I  just  add  one  more  thing? 
Some  of  the  testimony  we  are  going  to  hear  a  little  bit  later,  and 
it  seems  to  be  a  fairly  popular  view,  is  that  perhaps  we  should  go 
to  a  biennial  budget  resolution  and  maybe  multi-year  authoriza- 
tions, but  have  annual  appropriations.  You  have  addressed  that. 
Could  you  elaborate  on  that  a  bit?  I  suppose  the  argument  is  that 
we  can't  forecast  far  enough;  we  need  to  be  able  to  fine-tune  things 
along  the  way  or  whatever.  But  would  you  address  that  argument 
and  why  you  think  that  the  biennial  process  across  the  board  is  the 
way  to  go? 

Senator  Domenici.  Well,  first  of  all,  I  would  say  Armed  Services 
is  the  best  example  of  multi-year  authorization  and  annual  appro- 
priations. They  have  gone  out  on  a  limb  10,  12  years  ago  and  said 
let's  have  multi-year  authorization.  What  ended  up  happening  is 
that  if  they  multi-year-authorized,  then  they  turned  over,  in  their 
opinion,  the  reins  of  what  to  fund  to  the  Appropriations  Committee. 

So  what  do  they  do?  They  respond  quite  appropriately  under 
Sam  Nunn's  leadership  and  say  if  you  are  going  to  appropriate 
every  year  and  we  are  supposed  to  be  laying  the  groundwork,  then 
we  are  going  to  authorize  every  year.  So  what  we  have  got  is  au- 
thorizers  responding,  at  least  where  the  committees  have  an  im- 
pact on  the  expenditure  of  monies.  It  will  shock  some  that  a  com- 
mittee's authorization  process  frequently  has  nothing  whatsoever  to 
do  with  appropriations  because  they  never  authorize. 

It  would  be  interesting  to  ask  how  many  functions  of  our  Federal 
Government  have  not  been  authorized  and  still  we  are  funding 
them.  In  my  24  years  in  the  Senate,  the  Department  of  Justice  has 
been  funded  without  an  authorization  law  for  some  or  all  of  its  pro- 
grams. The  Department  of  Energy  is  a  department,  but  many  of  its 
functions  for  years  were  not  authorized.  That  is  all  over  the  place. 

Senator  Thompson.  The  Constitution  requires  that  it  be  appro- 
priated, but  not  authorized. 
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Senator  DOMENICI.  Exactly,  and  around  here  you  do  what  you 
must  do,  and  what  we  have  done  is  turn  more  and  more  over  to 
the  appropriators  and  the  authorizers  have  continued,  in  my  opin- 
ion, to  atrophy  ever  since  we  got  a  budget  resolution,  reconcilation 
bills  and  appropriations  bills  running  in  sync. 

I  think  one  of  the  things  we  could  be  doing  in  this  legislation  is 
to  provide  assurance  of  the  type  that  will  cause  our  authorizers  to 
be  more  interested  in  doing  their  jobs.  They  are  not  very  impressed 
with  annual  appropriations  that  require  them  to  have  a  10-year  au- 
thorization bill  because  they  think  they  will  have  given  up  almost 
all  the  authority  to  the  appropriators.  So  I  think  you  have  got  to 
make  it  harmonious — 2-year  budgets  upon  which  the  appropriators 
base  their  appropriations,  and  authorizers  have  2  years.  They  can't 
do  1-year  authorizations.  That  should  be  prohibited,  I  would  think. 

Senator  Thompson.  Senator  Ford,  do  you  have  a  comment? 

Senator  FoRD.  One  point  I  might  make — and  I  started  to  bring 
up  the  Armed  Services  Committee.  I  think  they  are  looking  at  1.75 
now,  since  they  can't  have  the  2  years.  But  one  of  the  ways  to  get 
around  an  annual  appropriation  is  that  the  military  budget  does 
not  lapse  and  go  back  to  the  general  fund.  It  stays  in  the  pipeline, 
and  that  is  the  only  one  of  the  13  appropriations  that  does  not 
lapse  at  the  end  of  the  fiscal  year  and  go  back  to  the  general  fund. 
That  stays  in  the  pipeline,  and  I  will  guarantee  you,  almost,  there 
is  $50  or  $60  billion  in  the  pipeline  right  now.  If  we  put  it  on  a 
2-year  basis,  you  wouldn't  have  to  worry  about  that  being  in  the 
pipeline  and  trying  to  find  out  where  it  is.  I  think  it  would  be  bet- 
ter if  it  was  above  board. 

Senator  Glenn  would  know  more  about  that  than  I  would,  but 
that  is  my  understanding  and  I  believe  I  am  correct. 

Senator  Thompson.  Thank  you  very  much.  Anything  else.  Sen- 
ator? 

Senator  Glenn.  No. 

Senator  THOMPSON.  Thank  you,  gentlemen,  very  much  for  being 
here. 

Senator  DOMENICI.  Thank  you. 

Senator  THOMPSON.  Any  of  you  who  care  to  join  us  on  the  panel, 
you  are  welcome.  We  will  call  our  next  panel:  Susan  Irving,  Associ- 
ate Director  of  the  Accounting  and  Information  Management  Divi- 
sion of  the  GAG,  and  James  Blum,  Deputy  Director,  Congressional 
Budget  Office.  Thank  you  very  much  for  being  here. 

Ms.  Irving,  do  you  have  a  statement  you  would  like  to  make  or 
summarize? 

TESTIMONY  OF  SUSAN  J.  IRVING,  ASSOCIATE  DIRECTOR, 
BUDGET  ISSUES,  ACCOUNTING  AND  INFORMATION  MANAGE- 
MENT DIVISION,  U.S.  GENERAL  ACCOUNTING  OFFICE 

Ms.  Irving.  Mr.  Chairman,  thank  you  for  inviting  us  to  join  you. 
First,  I  would  like  to  ask  that  my  written  statement  be  included 
in  the  record. 

Senator  THOMPSON.  Without  objection. 

Ms.  Irving.  At  the  end  of  that  statement,  I  include  a  number  of 
testimonies  and  products  on  various  issues  involving  budget  proc- 
ess reform  which  I  won't  talk  about  today.  First  of  all,  I  should 
note  with  gratitude  the  faith  Senators  here  have  shown  in  the  work 
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of  our  agency  in  helping  you,  whatever  cycle  you  choose.  We  hope 
that  a  great  deal  of  the  work  our  progi'am  divisions  do  looking  at 
programs  is  used  in  whatever  oversight  is  conducted  today  by  ei- 
ther authorizing  committees  or  appropriating  subcommittees.  We 
look  forward  to  continuing  to  assist  the  Congress  in  effective  over- 
sight. That  is  certainly  something  GAO  has  supported  for  many 
years. 

One  of  the  things  I  would  like  to  do  today  is  break  up  the  budget 
process  into  chunks  and  look  at  whether  in  fact  the  cycle  needs  to 
be  thought  of,  in  an  all-or-nothing  way.  We  have  for  a  long  time 
stressed  that  multi-year  fiscal  policy  agreements  make  a  great  deal 
of  sense.  As  you  have  shown  both  in  the  last  year  and  in  previous 
years,  knowing  where  you  are  going  and  having  a  path  to  follow 
makes  sense.  That  is  especially  important  in  some  areas  where 
wedge-shaped  changes  are  the  only  kinds  of  changes  possible.  By 
wedge-shaped,  I  mean  cuts  or  design  changes  that  start  very  small 
and  grow  over  time.  Those  obviously  work  better  if  you  start  them 
earlier.  One  illustration  would  be  changes  necessary  to  manage  the 
retirement  of  my  generation. 

A  biennial  cycle  for  budget  resolutions  to  implement  such  agree- 
ments might  or  might  not  work.  In  fact,  you  could  argue,  that  it 
wouldn't  be  a  very  big  change,  since  you  have  established  discre- 
tionary caps  over  a  multi-year  period  and  you  currently  have  rec- 
onciliation instructions  that  certainly  could  cover  2  years. 

You  would  need  to  design  a  way  to  deal  with  changes  in  the 
economy  and  technical  assumptions.  Also,  given  the  determination 
to  change  the  shape  of  government  and  to  bring  the  deficit  down, 
you  would  also  need  to  institute  some  sort  of  look-back  process  so 
that  you  could  measure  progress  and  take  additional  actions  if  nec- 
essary. Even  under  the  current  cycle  you  can  go  off  track  part  way 
and  if  you  are  doing  this  only  every  other  year,  the  chances  of 
going  off  track  midway  through  are  greater. 

On  the  question  of  the  appropriations  cycle,  it  is  important  to 
distinguish  between  how  often  the  decisions  are  made  and  for  how 
long  the  money  is  available.  Senator  Domenici  pointed  out  already 
that  Congress  has  shown  itself  able  to  provide  multi-year  money  or 
advance  money  where  the  program  cycle  demands  it.  It  is  very 
hard  to  have  education  funding  all  of  a  sudden  change  on  Septem- 
ber 30,  when  the  school  year  starts  September  1. 

This  very  flexibility  that  Congress  has  shown — where  the  agency 
has  convinced  the  Committee  that  it  needs  the  money  on  a  dif- 
ferent cycle  and  the  Committee  has  shown  its  willingness  to  do 
that — can  also  be  an  argument  that  if  this  is  an  agency  or  a  com- 
mittee's major  concern,  you  wouldn't  need  to  change  the  decision 
cycle  to  address  it.  Congress  can  already  do  that. 

The  issue  about  whether  you  are  going  to  change  the  entire  proc- 
ess to  biennial  or  not  turns  fundamentally  on  two  issues.  One  is 
how  you  will  handle  the  inevitable  changes  in  the  middle  year.  The 
bill  is  relatively  silent  on  how  adjustments  would  be  handled.  Right 
now,  supplementals  are  on  a  "by  exceptions"  basis.  If  you  want  a 
supplemental,  you  had  better  be  able  to  convince  0MB  and  they 
had  better  be  able  to  make  a  case.  Would  that  presumption  apply 
in  the  mid-year?  That  is,  would  it  be  very  much  the  exception  to 
go  in  for  a  change?  Would  you  find  yourself  dealing  with  just  a  lot 
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more  of  the  appropriations  that  already  take  time?  Some  of  the 
small,  routine  things  don't  take  a  lot  of  time  now. 

So  although  it  is  pretty  clear  it  might  be  a  time  savings  for  the 
Executive  Branch,  it  is  not  clear  how  Congress  would  respond  to 
these  needs  for  adjustments.  In  this,  the  State  experience — and  I 
certainly  don't  pretend  to  know  anywhere  near  as  much  as  the  gen- 
tlemen who  will  follow  us — is  indicative  because  a  number  of  them 
delegate  quite  a  bit  of  authority  to  either  a  subset  of  the  Legisla- 
ture or  to  a  mixed  body  of  the  Legislature  and  the  Executive 
Branch.  Traditionally,  Congress  has  been  somewhat  reluctant  to 
hand  quite  as  much  power  to  the  President  as  some  States  give 
their  governors. 

The  second  big  issue  is  how  this  kind  of  change  would,  in  fact, 
affect  oversight.  There  are  probably  people  who  would  argue  that 
they  get  better  response  to  oversight  questions  when  they  have 
money  in  their  hands.  Sometimes  the  hearts  and  minds  in  manage- 
ment follow  the  pocketbook.  I  can't  make  that  call  for  you.  I  can 
only  suggest  you  need  to  weigh  in  the  balance  the  question  of 
whether  the  decrease  in  the  number  of  opportunities  that  an  agen- 
cy or  a  program  would  come  before  its  appropriators  would  be  off- 
set by  an  increase  in  some  other  kind  of  oversight.  Would  Congress 
feel  that  it  was  retaining  the  amount  of  control  that  it  currently 
has?  That  is  a  judgment  call  you  all  would  have  to  make. 

Finally,  you  asked  us  particularly  to  comment  on  the  influence 
this  charge  would  have  on  achievement  of  a  balanced  budget.  I 
think  on  discretionary  spending  you  could  argue  that  either  way. 
You  already  have  multi-year  caps.  Certainly,  an  agency  that  felt 
comfortable  with  its  funding  level  1  year  might  rather  have  it 
locked  into  place  for  the  next  year.  An  agency  that  thought  it  could 
get  a  better  deal  from  its  subcommittee  the  next  year  might  rather 
have  a  chance  to  reopen  it.  For  discretionary  spending  it  is  really 
a  question  of  how  funds  are  allocated  under  the  caps. 

On  entitlements  and  mandatories,  I  agree  that  Congress  doesn't 
revisit  those  every  year,  but  if  you  look  back,  nor  does  major  rec- 
onciliation fall  neatly  into  an  every-other-year  cycle.  The  question 
then  is  would  having  the  option  of  providing  reconciliation  instruc- 
tions only  every  other  year  mean  a  missed  chance  if  somehow  the 
stars  were  in  the  right  position  in  an  off-year?  That,  again,  is  a 
judgment  only  you  can  make. 

Senator  THOMPSON.  Thank  you  very  much. 

[The  prepared  statement  of  Ms.  Irving  follows:! 

PREPARED  STATEMENT  OF  MS.  IRVING 

Mr.  Chairman  and  Members  of  the  Subcommittee:  I  am  pleased  to  present  our 
testimony  on  proposals  to  change  the  budget  process  from  an  annual  to  a  biennial 
cycle.  This  change  has  often  been  suggested  as  a  way  to  streamline  the  budget  proc- 
ess, provide  more  focused  time  for  Congressional  oversight  of  programs  and,  by  pro- 
viding funding  for  a  longer  period  of  time,  enhance  agencies'  ability  to  manage  their 
operations,  while  these  are  laudable  goals,  shifting  the  entire  annual  budget  cycle 
to  a  biennial  one  is  not  necessary  to  achieve  these  ends.  Rather  as  I  will  discuss 
below,  we  believe  there  are  aspects  which  could  work  well  for  the  Federal  Govern- 
ment and  an  aspect  which  will  cause  a  shift  in  Congressional  control  and  oversight- 
biennial  appropriations. 

Certainly  everyone  involved  in  the  budget  process  shares  some  frustration  with 
it.  The  public  finds  it  confusing.  Executive  Branch  agencies  find  it  burdensome  and 
time  consuming.  Many  Members  of  the  Congress  say  the  annual  budget  process 
seems  too  lengthy,  with  its  many  votes  on  authorizations,  the  budget  resolution,  rec- 
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onciliation,  appropriations,  and  the  debt  limit.  And,  too  often,  the  results  are  not 
what  was  expected  or  hoped  for. 

In  one  sense,  of  course,  nothing  could  be  more  important  than  debates  about  the 
budget — and  important  debates  often  take  time.  Budgeting  is  the  process  by  which 
we  as  a  Nation  resolve  the  large  number  of  often  conflicting  objectives  that  citizens 
seek  to  achieve  through  government  action.  The  budget  determines  the  fiscal  policy 
stance  of  the  government — that  is,  the  relationship  between  spending  and  revenues. 
And  it  is  through  the  budget  process  that  the  Congress  and  the  President  reach 
agreement  about  the  areas  in  which  the  Federal  Government  will  be  involved  and 
in  what  way. 

Because  the  decisions  are  so  important,  we  expect  a  great  deal  from  our  budget 
and  budget  process.  We  want  the  budget  to  be  clear  and  understandable.  We  want 
the  process  to  be  simple — or  at  least  not  too  complex.  We  don't  want  to  make  the 
same  decisions  over  and  over  again.  But  at  the  same  time  we  want  a  process  that 
presents  the  Congress  and  the  American  people  with  a  framework  to  understand  the 
significant  choices  and  the  information  necessary  to  make  the  best-informed  deci- 
sions about  Federal  tax  and  spending  policy.  This  is  not  easy. 

Although  there  is  virtually  universal  agreement  that  the  current  process  has  prob- 
lems, changes  must  be  carefully  considered.  In  fact,  the  current  process  is,  in  part, 
the  cumulative  result  of  many  changes  made  to  address  previous  problems. 

In  October  1993,  and  in  March  and  April  1994,  I  testified  on  proposals  for  bien- 
nial budgeting.!  Before  discussing  biennial  budgeting  for  the  Federal  Gk)vernment, 
however,  I'd  like  briefly  to  discuss  biennial  budgeting  in  the  States. 

STATE  EXPERIENCES  WITH  BIENNIAL  BUDGETING 

Advocates  of  biennial  budgeting  often  point  to  the  experience  of  individual  States. 
In  looking  to  the  States  it  is  necessary  to  disaggregate  them  into  several  categories. 
First  eight  States  have  biennial  legislative  cycles  and  hence  necessarily  have  bien- 
nial budget  cycles. 2  Second,  as  the  table  below  shows,  the  42  States  with  annual 
legislative  cycles  present  a  mixed  picture  in  terms  of  budget  cycles:  27  describe  their 
budget  cycles  as  annual,  12  describe  their  budget  cycles  as  biennial  and  3  describe 
their  budget  cycles  as  mixed.  The  National  Association  of  State  Budget  Officers 
(NASBO)  reports  that  those  States  that  describe  their  system  as  "mixed"  have  di- 
vided the  budget  into  two  categories:  that  for  which  budgeting  is  annual  and  that 
for  which  it  is  biennial. 


Table  1 :  States  With  an  Annual  Legislative  Cycle 

States  with  an  annual  budget  cycle 

States  with  a  biennial 
budget  cycle 

States  with  a  mixed 
budget  cycle 

Alaska 

Mississippi 

Connecticut 

Arizona 

Alabama 

New  Jersey 

Hawaii 

Kansas 

California 

New  Mexico 

Indiana 

Missouh 

Colorado 

New  York 

Maine 

Delaware 

Oklahoma 

Minnesota 

Florida 

Pennsylvania 

Nebraska 

Georgia 

Rhode  Island 

New  Hampshire 

Iowa 

South  Carolina 

Ohio 

Idaho 

South  Dakota 

Virginia 

Illinois 

Tennessee 

Washington 

Louisiana 

Utah 

Wisconsin 

Maryland 

Vermont 

Wyoming 

Massachusetts 

West  Virginia 

Michigan 

Connecticut  has  changed  its  budget  cycle  from  biennial  to  annual  and  back  to  bi- 
ennial. In  the  last  3  decades,  17  other  States  have  changed  their  budget  cycles:  11 
from  biennial  to  annual,  3  from  annual  to  mixed,  and  3  from  annual  to  biennial. 


iSee  Budget  Policy:  Biennial  Budgeting  for  the  Federal  Government  (GAO/T-AIMD-94-4,  Oc- 
tober 7,  1993),  Budget  Process:  Some  Reforms  Offer  Promise  (GAO/T-AIMD-94-86,  March  2, 
1994),  and  Budget  Process:  Biennial  Budgeting  for  the  Federal  Government  (GAO/T-AIMD-94- 
112,  April  28,  1994). 

2  The  following  States  have  biennial  legislative  cycles:  Arkansas,  Kentucky,  Montana,  North 
Carolina,  North  Dakota,  Nevada,  Oregon,  and  Texas. 
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Translating  State  budget  laws,  practices,  and  experiences  to  the  Federal  level  is 
always  difficult.  As  we  noted  in  our  review  of  State  balanced  budget  practices, ^ 
State  budgets  fill  a  different  role,  may  be  sensitive  to  different  outside  pressures, 
and  are  otherwise  not  directly  comparable.  In  addition,  governors  often  have  more 
unilateral  power  over  spending  than  the  President  does. 

However,  even  with  those  caveats,  the  State  experience  may  offer  some  insights 
for  your  deliberations.  Perhaps  significant  is  the  fact  that  most  States  that  describe 
their  budget  cycles  as  biennial  or  mixed  are  small  and  medium  sized.  Of  the  10  larg- 
est States  in  terms  of  general  fund  expenditures,  Ohio  is  the  only  one  with  an  an- 
nual legislative  cycle  and  a  biennial  budget.  According  to  a  State  of  Ohio  official, 
every  biennium  two  annual  budgets  are  enacted,  and  agencies  are  prohibited  from 
moving  funds  across  years.  In  addition,  the  Ohio  Legislature  typically  passes  a 
"budget  corrections  bill."'* 

A  few  preliminary  observations  can  be  made  from  looking  at  the  explicit  design 
of  those  States  which  describe  their  budget  cycle  as  "mixed"  and  the  practice  of 
those  which  describe  their  budget  cycle  as  "biennial."  Different  items  are  treated  dif- 
ferently. For  example,  in  Missouri  the  operating  budget  is  on  an  annual  cycle  while 
the  capital  budget  is  biennial.  In  Arizona  "major  budget  units" — the  agencies  with 
the  largest  budgets — submit  annual  requests;  these  budgets  are  also  the  most  vola- 
tile and  the  most  dependent  on  Federal  funding.  In  Kansas  the  20  agencies  that  are 
on  a  biennial  cycle  are  typically  small,  single-program  or  regulatory-type  agencies 
that  are  funded  by  fees  rather  than  general  fund  revenues.  In  general,  budgeting 
for  those  items  which  are  predictable  is  different  than  for  those  items  subject  to 
great  volatility  whether  due  to  the  economy  or  changes  in  Federal  policy. 

BIENNIAL  BUDGETING  AT  THE  FEDERAL  LEVEL 

S.  1434,  like  a  number  of  previous  bills,  proposes  that  the  entire  budget  cycle  be 
shifted  from  annual  to  biennial.  Under  this  system,  the  President  would  submit 
budgets  every  2  years.  Authorizations  would  be  for  2  years  or  longer.  Budget  resolu- 
tions would  be  adopted,  and  appropriations  enacted,  every  2  years. 

We  believe  that  this  need  not  be  seen  as  an  all-or-nothing  proposal.  Budget  agree- 
ments, authorizations,  budget  resolutions,  and  appropriations  need  not  cover  the 
same  time  period.  Multi-year  fiscal  policy  agreements  and  multi-year  authorizations 
make  a  great  deal  of  sense,  but  they  do  not  require  changing  the  appropriations  de- 
cision cycle  from  annual  to  biennial.  While  biennial  appropriations  could  save  time 
for  agencies,  they  would  result  in  a  shift  in  Congressional  control  and  oversight. 
Proposals  to  change  the  process  should  be  viewed  partly  in  the  context  of  their  effect 
on  the  relative  balance  of  power  in  this  debate. 

MULTI-YEAR  AUTHORIZATIONS  MAKE  SENSE;  BIENNIAL  BUDGET  RESOLUTIONS  COULD 

WORK 

We  have  previously  supported  the  use  of  multi-year  authorizations  for  Federal 
programs.  There  seems  to  be  little  reason  to  reexamine  and  reauthorize  programs 
more  often  than  they  might  actually  be  changed.  Furthermore,  multi-year  authoriza- 
tions help  both  the  Congress  and  the  Executive  Branch  by  providing  a  longer  term 
perspective  within  which  a  program  may  operate  and  appropriations  can  be  deter- 
mined. This  is  the  normal  practice  for  most  of  tl\e  nondefense  portion  of  the  budget. 

We  also  agree  that  a  2-year  budget  resolution  is  worth  considering.  Especially  in 
an  era  of  multi-year  spending  caps  and  multi-year  reconciliation  instructions,  a  2- 
year  budget  resolution  may  not  be  a  major  change.  However,  a  way  would  have  to 
be  found  to  update  the  Congressional  Budget  Office's  (CBO)  forecast  and  baseline 
against  which  legislative  action  is  "scored."  As  you  know,  CBO  scores  legislation  on 
the  economic  assumptions  in  effect  at  the  time  of  the  budget  resolution.  Even  under 
the  current  system  there  are  years  when  this  practice  presents  problems:  in  1990 
the  economic  slowdown  was  evident  during  the  year,  but  consistent  practice  meant 
that  bills  reported  in  compliance  with  reconciliation  instructions  were  scored  on  the 
assumptions  in  the  budget  resolution. ^  If  budget  resolutions  were  biennial,  this 
problem  of  outdated  assumptions  would  be  greater — some  sort  of  update  in  the  "off 


^Balanced  Budget  Requirements:  State  Experiences  and  Implications  for  the  Federal  Govern- 
ment (GAO/AFMD-92-58BR,  March  26,  1993). 

■*  Ohio  has  also  created  a  Controlling  Board  which,  under  certain  circumstances,  can  authorize 
transfer  of  funds  between  items  and  across  fiscal  years  within  an  agency.  The  Board  also  re- 
ceives an  appropriation  that  it  can  allocate  to  meet  unforeseen  contingencies.  The  Board  is  a 
joint,  bipartisan  committee  of  legislators  chaired  by  Ohio's  Director  of  its  Office  of  Management 
and  Budget. 

^See  Budget  Process:  Issues  Concerning  the  1990  Reconciliation  Act  (GAO/AIMD-95-3,  Octo- 
ber 7,  1994). 
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year"  would  be  necessary.  We  have  also  said  that  we  believe  that  at  a  time  when 
major  efforts  are  under  way  to  reduce  the  deficit,  there  should  be  some  way  to  look 
back  and  track  progress  against  any  multi-year  fiscal  policy  plan.  Such  a  formal 
"lookback"  would  be  even  more  critical  under  a  biennial  budget  resolution.^ 

Traditionally,  biennial  budgeting  has  been  advocated  as  a  way  to  advance  several 
objectives:  (1)  to  shift  the  allocation  of  agency  officials'  time  from  the  preparation 
of  budgets  and  justifications  to  improved  financial  management  and  analysis  of  pro- 
gram effectiveness,  (2)  to  reduce  the  time  Members  of  the  Congress  must  spend  on 
seemingly  repetitive  votes,  and  hence  permit  increased  oversight,  and  (3)  to  reduce 
uncertainty  about  longer-term  funding  levels  and  allocations  and  hence  improve  pro- 
gram management  and  results.  However,  shifting  the  entire  cycle — authorizations 
budget  resolutions,  and  appropriations — to  a  biennial  one  may  not  be  necessary  to 
achieve  these  objectives. 

As  I  noted  earlier,  biennial  appropriations  can  be  considered  separate  from  bien- 
nial budget  resolutions  because  the  two  raise  quite  different  questions.  Let  me  turn 
now  specifically  to  that  issue. 

THE  CURRENT  ANNUAL  APPROPRIATION  CYCLE  PERMITS  FLEXIBLE  PERIODS  OF  FUND 
AVAILABILITY 

In  considering  whether  the  Federal  Government  should  shift  to  a  biennial  budget, 
it  is  important  to  recognize  the  critical  distinction  between  how  often  budget  deci- 
sions are  made  and  how  long  the  money  provided  for  agency  use  is  available.  That 
is  the  difference  between  the  periodicity  of  decisions  and  the  periodicity  of  funds. 
Biennial  budgeting  proposals  seek  to  change  the  frequency  with  which  decisions  are 
made — from  annual  to  biennial  budget  decisions.  Too  often,  however,  the  idea  is  dis- 
cussed as  though  it  were  necessary  to  change  the  frequency  of  decisions  in  order 
to  change  the  length  of  time  funds  are  available. 

However,  as  you  know,  this  is  a  misconception.  The  Federal  budget  today  is  not 
composed  entirely  of  annually  enacted  appropriations  of  1-year  moneys.  Not  all 
funds  expire  on  September  30  of  each  year.  First,  because  budget  decisions  about 
mandatory  programs  and  entitlements — which  constitute  nearlv  two-thirds  of  Fed- 
eral spending — are  not  made  annually,  the  debate  about  annual  versus  biennial  ap- 
propriations deals  with  less  than  half  of  the  budget.  Annually  enacted  appropria- 
tions apply  to  that  portion  of  the  budget  known  as  discretionary  spending — about 
36  percent  of  Federal  outlays  in  fiscal  year  1995.''' 

Even  within  that  36  percent  of  the  budget  on  an  annual  appropriation  cycle,  not 
all  appropriations  were  for  1-year  funds.  The  Congress  has  routinely  provided  mul- 
tiple-year or  no-year  appropriations  for  accounts  or  for  projects  within  accounts 
when  it  seemed  to  make  sense  to  do  so.  Indeed,  about  two-thirds  of  the  accounts 
on  an  annual  appropriation  cycle  contained  some  multiple-year  or  no-year  funds. 
For  these  accounts,  some  prior  year  and/or  current  year  authority  was  available  for 
obligation  beyond  September  30,  1995,  without  further  Congressional  action. 

To  the  extent  that  biennial  budgeting  is  proposed  as  a  way  to  ease  a  budget  exe- 
cution problem,  the  Congress  has  shown  itself  willing  and  able  to  meet  that  need 
under  the  current  annual  cycle. 

The  Federal  Government  has  had  some  experience  with  biennial  budgets.  The 
1986  Defense  Authorization  Act  directed  the  Department  of  Defense  (DOD)  to  sub- 
mit a  biennial  budget  for  fiscal  years  1988  and  1989  and  every  2  years  thereafter. 
DOD  submitted  2-year  budgets  for  a  number  of  fiscal  years.  However,  the  authoriza- 
tion committees  have  not  approved  a  full  2-year  budget,  and  thus  the  appropriation 
committees  have  not  provided  appropriations  for  the  second  year. 

We  have  previously  reported  that  if  the  Congress  decides  to  implement  a  2-year 
budget  at  the  appropriation  account  level,  it  should  proceed  cautiously  by  testing 
it  on  a  limited  basis.  Good  candidates  for  a  limited  test  would  be  organizations  or 
programs  which  are  relatively  stable  and  for  which  there  are  no  obvious  impedi- 
ments. Impediments  would  be  activities  that  hamper  the  forecasting  of  budgetary 
needs  for  the  2-year  period,  such  as  a  major  reorganization,  major  changes  in  finan- 
cial management  or  IRM  systems,  or  major  changes  in  mission.  In  its  efforts  to 
bring  the  budget  into  balance,  the  Congress  is  currently  considering  major  changes 
in  the  scope  and  methods  of  delivering  government  services.  The  very  magnitude  of 


''See,  for  example  Budget  Process:  Issues  Concerning  the  1990  Reconciliation  Act  (GAO/AIMD- 
95-3,  October  7,  1994);  Budget  Policy:  Issues  m  Capping  Mandatory  Spending  (GAO/AIMD-94- 
155,  July  18,  1996);  and  Budget  Process:  Evolution  and  Challenges  (GAO/T-AIMD-96-129,  July 
11,  1996). 

''See  Budget  Issues:  Inventory  of  Accounts  With  Spending  Authority  and  Permanent  Appropria- 
tions, 1996  (GAO/AIMD-96-79,  May  31,  1996)  and  Budget  Account  Structure:  A  Descriptive 
Overview  (GAO/AIMD-95-179,  September  18,  1995). 
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these  changes  raises  questions  about  whether  a  shift  to  biennial  appropriations 
could  or  should  be  made  at  the  same  time. 

POTENTIAL  EFFECTS  OF  BIENNIAL  APPROPRIATIONS 

For  agency  officials — both  agency  budget  officers  and  program  managers — the  ar- 
guments for  biennial  budgeting  may  seem  quite  strong.  Currently,  agency  budget 
officers  spend  several  months  every  year  preparing  a  "from-the-ground-up"  budget 
with  voluminous  written  justifications.  Much  of  this  work  is  repetitious.  In  contrast, 
requests  for  supplemental  appropriations  are  handled  on  an  exception  basis.  Only 
those  agencies  requesting  supplemental  appropriations  prepare  and  present  jus- 
tifications, and  those  justifications  are  less  complex  than  for  the  annual  budget.  If, 
under  a  biennial  appropriations  process,  the  "off-year"  updates,  amendments,  or  ad- 
justments were  treated  like  supplemental  appropriations,  the  savings  in  agency 
time  could  be  significant,  even  if  the  Congress  required — as  seems  reasonable — that 
agencies  submit  audited  financial  and  spending  reports  every  year. 

Would  agency  time  and  energy  be  shifted  to  improved  financial  management  or 
better  program  evaluation?  I  suspect  that  would  depend  on  the  President's  and  the 
agency's  leadership  and  on  what  the  Congress  demanded  of  the  agencies. 

For  agency  program  managers,  the  interest  in  biennial  budgets  is  slightly  dif- 
ferent. Although  preparation  and  analysis  for  the  annual  budget  preparation  and 
submission  process  is  time-consuming  and  burdensome  for  program  managers,  they 
are  likely  to  have  a  greater  interest  in  how  long  money  is  available  for  use.  Espe- 
cially in  some  programs,  such  as  defense  procurement  and  education  programs, 
multi-year  appropriations  tend  to  smooth  program  functioning.  However,  as  noted 
above,  the  Congress  has  already  addressed  this  budget  execution  problem  for  many 
of  these  programs  by  giving  them  some  multi-year  funding.  While  a  shift  of  the  en- 
tire cycle  would  ease  planning  and  increase  predictability  for  all  program  managers, 
multi-year  or  advance  funding  can  be  provided  for  those  programs  for  which  1-year 
money  seriously  impairs  program  effectiveness  without  that  shift. 

Regardless  of  the  potential  benefits  to  agencies,  the  decision  on  biennial  budgeting 
will  depend  on  how  the  Congress  chooses  to  exercise  its  constitutional  authority  over 
appropriations  and  its  oversight  functions.  Annually  enacted  appropriations  have 
long  been  a  basic  means  of  exerting  and  enforcing  Congressional  policy.  Oversight 
has  often  been  conducted  in  the  context  of  agency  requests  for  funds.  A  2-year  ap- 
propriation cycle  could  lessen  Congressional  influence  or  control  over  program  and 
spending  matters,  largely  because  the  process  would  afford  fewer  scheduled  opportu- 
nities to  affect  agency  programs  and  budgets.  Although  it  could  be  argued  that  the 
existence  of  fixed-dollar  caps  on  discretionary  spending  mean  that  multi-year  deci- 
sions have  already  been  made,  that  is  so  only  at  the  aggregate  level.  The  Congress 
has  retained  the  right  to  rearrange  priorities  within  those  caps.  A  shift  to  a  biennial 
appropriations  cycle  could  lessen  that  flexibility. 

We  have  long  advocated  regular  and  rigorous  Congressional  oversight  of  Federal 
programs.  Such  oversight  should  examine  both  the  design  and  effectiveness  of  Fed- 
eral programs  and  the  efficiency  and  skill  with  which  they  are  managed.  Through 
the  Chief  Financial  Officers  Act  and  the  Government  Performance  and  Results  Act, 
the  Congress  has  put  in  place  the  building  blocks  to  improved  accountability — both 
for  the  taxpayer's  dollar  and  for  results.  Congressional  involvement  in  reviewing 
agency  strategic  plans  and  in  develop  performance  indicators  will  be  critical  to  the 
success  of  these  efforts.  However,  it  is  not  necessary  to  change  the  budget  and  ap- 
propriations cycle  to  have  effective  Congressional  oversight.  Indeed,  as  I  mentioned 
before,  the  regular  appearance  before  Appropriations  Committees  historically  has 
provided  one  vehicle  for  oversight.  This  brings  me  back  to  my  main  point:  the  deci- 
sion on  whether  the  budget  and  appropriations  cycle  should  be  annual  or  biennial 
is  fundamentally  a  decision  about  the  form  and  forum  the  Congress  wishes  to  use 
to  affect  agency  programs  and  operations. 

CONCLUSIONS 

We  believe  that  multi-year  fiscal  policy  agreements  and  multi-year  authorizations 
make  a  great  deal  of  sense,  but  they  do  not  require  changing  the  appropriations  de- 
cision cycle  from  annual  to  biennial.  While  biennial  appropriations  could  save  time 
for  agencies,  they  would  also  result  in  a  shift  in  Congressional  control  and  oversight. 

Proposals  to  change  the  process  should  be  viewed  partly  in  the  context  of  their 
effect  on  the  relative  balance  of  power  in  this  debate. 

While  budgeting  always  involves  forecasting,  which  itself  is  uncertain,  the  longer 
the  period  of  the  forecast,  the  greater  the  uncertainty.  Increased  difficulty  in  fore- 
casting was  one  of  the  primary  reasons  States  gave  for  shifting  from  biennial  to  an- 
nual cycles.  Dramatic  changes  in  program  design  or  agency  structure,  such  as  those 
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the  Congress  is  considering  in  many  areas,  will  make  budget  forecasting  more  dif- 
ficult. Moving  from  an  annual  to  a  biennial  appropriations  cycle  at  the  same  time 
may  not  be  wise,  given  that  there  may  be  program  changes  which  could  in  turn  cre- 
ate the  need  for  major  budgeting  changes  in  the  second  year  of  a  biennium.  If  this 
happens,  biennial  budgeting  would  exist  only  in  theory. 

Biennial  appropriations  would  be  neither  the  end  of  Congressional  control  nor  the 
solution  to  many  budget  problems.  The  questions  for  the  Congress  are,  how  does  it 
wish  to  exercise  its  constitutional  authority  over  appropriations  and  in  what  forum 
will  it  conduct  its  oversight  responsibilities? 

Mr.  Chairman,  this  concludes  my  prepared  statement.  I  would  be  happy  to  answer 
any  questions  you  or  Members  of  the  Subcommittee  may  have. 
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Trust  Funds  (GAO/AIMD-96-102R,  June  7,  1996) 

Correspondence  to  Chairman  Kasich,  Budgeting  for  Federal  Insurance  (GAO/ 
AIMD-96-73R,  March  22,  1996) 
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August  1,  1995) 

Budget  Issues:  History  and  Future  Directions  (GAO/T-AIMD-95-214,  July  13, 
1996) 

Budget  Structure:  Providing  an  Investment  Focus  in  the  Federal  Budget  (GAO/T- 
AIMD-95-178,  June  29,  1995) 

Correspondence  to  Chairman  Wolf,  Transportation  Trust  Funds  (GAO/AIMD-95- 
95R,  March  15,  1995) 

Budget  Process:  Issues  Concerning  the  Reconciliation  Act  (GAO/AIMD-95-3,  Octo- 
ber 7,  1995) 

Budget  Policy:  Issues  in  Capping  Mandatory  Spending  (GAO/AIMD-94-155,  July 
18,  1994) 

Budget  Process:  Biennial  Budgeting  for  the  Federal  Government  (GAO/T-AIMD- 
94-112,  April  28,  1994) 

Budget  Process:  Some  Reforms  Offer  Promise  (GAO/T-AIMD-94-86,  March  2, 
1994) 

Budget  Policy:  Investment  Budgeting  for  the  Federal  Government  (GAO/T-AIMD- 
94-54  November  9,  1993) 

Budget  Issues:  Incorporating  an  Investment  Component  in  the  Federal  Budget 
(GAO/AIMD-94-40,  November  9,  1993) 

Correspondence  to  Chairmen  and  Ranking  Members  of  House  and  Senate  Com- 
mittee on  the  Budget  Committees  and  Chairman  of  Former  House  Committee  on 
Government  Operations  (B-247667,  May  19,  1993) 

Senator  THOMPSON.  Mr.  Blum. 

TESTIMONY  OF  JAMES  L.  BLUM,  DEPUTY  DIRECTOR, 
CONGRESSIONAL  BUDGET  OFFICE 

Mr.  Blum.  Thank  you,  Mr.  Chairman  and  Senator  Domenici.  I 
appreciate  the  opportunity  to  be  here  this  morning  to  discuss  mov- 
ing to  a  2-year  budget  cycle.  I  will  with  your  permission,  Mr.  Chair- 
man, just  submit  my  prepared  statement  for  the  record  and  sum- 
marize very  briefly  the  major  points. 

The  first  point  made  in  the  prepared  statement  is  simply  that  for 
many  years  now  presidential  budgets  and  Congressional  budget 
resolutions  have  had  a  multi-year  perspective,  although  the  specific 
decisions  on  appropriations  and  changes  in  the  permanent  revenue 
and  spending  laws  are  made  annually.  Moving  to  a  biennial  budg- 
eting system  therefore  would  not  change  the  multi-year  perspective 
of  those  plans,  but  it  would  be  a  major  change  in  the  timing  of 
budgetary  decisions. 

Although  a  biennial  system  certainly  could  reduce  the  amount  of 
time  devoted  to  making  these  budgetary  decisions,  it  would  be  un- 
likely to  make  the  decisions  themselves  any  easier.  It  could  simply 
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raise  the  stakes  involved  in  reaching  poHcy  agreements  on  appro- 
priate spending  levels,  for  example.  And  when  the  policy  disagree- 
ments are  major,  as  they  certainly  have  been  over  the  past  year, 
delays  in  the  process  are  inevitable,  I  think,  and  the  time  schedule 
for  the  budget  process  has  to  be  altered. 

It  is  hard  for  me,  at  least,  to  picture  how  last  year  would  have 
turned  out  if  we  had  been  working  under  a  biennial  system.  Would 
the  budgetary  conflicts  that  were  wrestled  with  throughout  the 
year  and  into  this  year  have  been  resolved  sooner,  or  would  the  de- 
bate, in  fact,  still  be  going  on  under  a  biennial  budget?  I  simply 
don't  know  the  answer  to  that  question. 

In  any  event,  it  seems  to  me  unlikely  that  either  the  President 
or  the  Congress  would  want  to  forgo  opportunities  to  respond  to 
changing  economic  conditions,  international  events,  natural  disas- 
ters, and  other  factors  that  could  affect  the  Federal  budget  by  ad- 
hering to  a  strict  biennial  system  that  didn't  permit  any  budgetary 
adjustments  to  be  made  in  the  second  session  of  the  Congress. 
Therefore,  it  seems  possible  that  the  second  session  of  the  bien- 
nium,  in  fact,  could  have  a  very  busy  budgetary  schedule — either 
to  resolve  issues  left  over  from  the  first  session  or  to  respond  to 
new  domestic  and  international  needs. 

As  has  been  mentioned  previously,  the  annual  budget  cycle  al- 
lows the  economic  and  other  assumptions  that  underlie  budget 
plans  to  be  updated,  and  while  it  doesn't  guarantee  that  they  will 
be  accurate,  of  course,  they  are  likely  to  be  more  accurate  than  if 
we  were  holding  to  the  assumptions  over  a  biennial  period. 

Sticking  with  the  assumptions  could  pose  a  very  serious  problem 
in  the  second  session  of  a  biennium  for  the  types  of  legislation  that 
could  conceivably  come  up  affecting  the  budget  if  we  were  holding 
to  clearly  out-of-date  assumptions.  Despite  the  favorable  comments 
made  earlier  about  how  these  assumptions  can  be  as  accurate  in 
a  biennium  as  on  an  annual  basis,  I  just  point  to  the  simple  fact 
that  economists  are  notoriously  bad  at  seeing  the  turning  points  in 
the  economy.  It  is  not  unlikely  that  fi'om  1  year  to  the  next,  the 
deficit  outlook  could  be  $100  billion  different  simply  because  of  the 
way  the  economy  has  performed  and  other  factors  have  affected  it. 

As  Senator  Domenici  has  indicated,  yes,  changes  in  the  economic 
outlook  affect  revenues  and  entitlements  and,  no,  it  is  not  clear 
that  you  need  to  respond  immediately  to  such  changes,  but  eco- 
nomic changes  are  something  that  you  have  to  take  into  account. 

As  has  been  pointed  out  by  Ms.  Irving,  there  are  ways  of  freeing 
up  legislative  time  and  achieving  greater  predictability  in  funding 
levels  without  going  all  the  way  to  a  biennial  budgeting  system.  We 
have  talked  about  how  annual  authorizations  could  become  multi- 
year  authorizations.  There  are  also  possibilities  for  forward  fund- 
ing, advance  funding,  and  so  forth.  The  predictability  for  the  State 
level  can  be  achieved  within  the  present  system,  and  even  the 
multi-year  funding  for  the  defense  programs  certainly  can  be  used 
for  major  procurement  programs  to  achieve  management  savings. 

In  conclusion,  Mr.  Chairman,  it  seems  to  me  that  as  long  as 
there  are  pressures  for  short-term  changes  in  funding  priorities  or 
to  respond  to  new  domestic  and  international  needs,  the  presumed 
legislative  gains  from  a  biennial  budgeting  system  may  not  be  real- 
ized. Furthermore,  as  long  as  large  budget  deficits  persist,  it  can 
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be  argued  that  the  President  and  the  Congress  should  face  them 
on  an  annual  basis  and  decide  each  year  whether  additional  deficit 
reduction  efforts  are  warranted.  The  need  to  act  each  year  on  the 
budget  would  be  even  more  acute,  for  example,  if  the  Constitution 
were  amended  to  require  a  balanced  budget. 

With  that,  Mr.  Chairman,  I  conclude  my  remarks,  and  I  would 
be  happy  to  answer  any  questions. 

[The  prepared  statement  of  Mr.  Blum  follows:] 

PREPARED  STATEMENT  OF  MR.  BLUM 

Mr.  Chairman  and  Members  of  the  Subcommittee,  thank  you  for  inviting  me  to 
testify  today  on  S.  1434,  the  Biennial  Budgeting  Act  of  1995,  and  on  similar  ideas 
for  creating  a  2-year  budget  process.  Under  S.  1434,  a  2-year  budget  cycle  would 
replace  the  annual  cycle  now  in  place. 

Beginning  on  October  1,  1997,  most  major  budgetary  action — including  the  Presi- 
dent's budget,  the  Congressional  budget  resolution,  reconciliation  legislation,  and 
appropriation  acts — would  take  place  every  other  year,  in  the  first  session  of  each 
Congress.  The  second  session  would  be  devoted  to  Congressional  oversight  activities 
and  to  enacting  authorizing  legislation.  The  standard  fiscal  period  would  change 
from  a  fiscal  year  that  begins  October  1,  arid  ends  the  following  September  30,  to 
a  fiscal  biennium  that  also  would  begin  on  October  1,  but  would  end  on  September 
30,  2  years  later. 

My  testimony  today  will  make  the  following  general  points  about  biennial  budget- 
ing: 

•  Policymakers  act  on  the  budget  annually,  but  most  spending  or  revenue  laws 
cover  multiyear  periods.  Thus,  a  2-year  budget  cycle  is  more  significant  for 
its  effect  on  the  cycle  of  budgetary  actions  than  for  its  effect  on  the  number 
of  years  covered  by  budget  laws. 

•  Changing  to  a  2-year  budget  process  (as  with  other  purely  process  changes) 
would  be  unlikely  to  mitigate  the  broad,  underlying  disagreement  over  budget 
priorities  that  is  the  root  cause  of  much  recent  criticism  of  the  budget  process. 

•  Instituting  a  biennial  budget  process  would  involve  certain  trade-offs  between 
competing  budgetary  and  other  goals.  Those  trade-offs  suggest  that  the  poten- 
tial strengths  of  a  2-year  budget  cycle  might  be  outweighed  by  its  likely  draw- 
backs. 

•  Finally,  the  opportunities  for  improved  Congressional  oversight  under  a  bien- 
nial budget  are  likely  to  be  fewer  than  anticipated. 

BIENNIAL  BUDGETING  WOULD  HAVE  MORE  EFFECT  ON  THE  TIMING  OF  BUDGETARY 
ACTION  THAN  ON  ITS  DURATION 

In  evaluating  S.  1434  and  similar  proposals  for  a  biennial  budget,  one  should  dis- 
tinguish questions  about  the  appropriate  duration  of  the  budget  from  questions 
about  the  appropriate  timing  of  budgetary  actions. 

With  respect  to  the  duration,  or  period  of  time,  for  which  budgetary  decisions  typi- 
cally are  made,  a  biennial  budget  would  not  depart  significantly  from  existing  prac- 
tice. Most  budgetary  recommendations  and  laws  now  cover  a  multiyear  period.  The 
President  prepares  multiyear  revenue  and  spending  estimates  in  his  annual  budget 
proposal.  The  most  recent  Congressional  budget  resolution  includes  recommended 
levels  for  fiscal  years  through  2002.  Further,  most  revenue  and  spending  law  is  per- 
manent. Nearly  all  revenues  are  derived  from  permanent  laws.  About  two-thirds  of 
all  spending  also  flows  from  permanent  law.  Of  the  remaining  third — so-called  dis- 
cretionary spending — substantial  amounts  are  made  available  for  more  than  1  year, 
particularly  in  the  case  of  funding  for  defense  activities. 

In  contrast,  with  respect  to  the  timing  of  budgetary  action,  biennial  budgeting 
would  represent  a  major  change  in  practice.  Although  the  President  and  the  Con- 
gress make  most  budgetary  decisions  for  multiyear  periods,  they  act  on  the  budget 
annually.  The  President  must  submit  a  comprehensive  budget  proposal  each  year 
by  early  February.  Moreover,  the  Congress  is  scheduled  to  adopt  a  budget  resolution 
each  year  by  April  15  and  to  act  on  appropriation  and  reconciliation  legislation 
throughout  the  spring  and  summer  leading  up  to  the  beginning  of  the  fiscal  year 
on  October  1. 
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THE  TWO-YEAR  BUDGET  WOULD  NOT  MITIGATE  DISAGREEMENT  OVER  BUDGET 
PRIORITIES 

Critics  point  particularly  to  the  budgetary  experience  of  the  past  year  as  evidence 
that  the  annual  budget  process  has  failed.  On  the  surface,  that  evidence  appears 
to  be  overwhelming.  Last  year,  the  Congress  adopted  in  a  timely  fashion  a  budget 
resolution  recommending  a  balanced  budget.  The  Congress  then  proceeded  without 
inordinate  delay  to  develop  and  approve  the  reconciliation,  appropriation,  and  other 
measures  necessary  to  carry  out  the  resolution's  goal  of  a  balanced  budget. 

However,  the  process  appeared  to  stall  after  its  initial  successes  and  dragged  on 
well  beyond  the  beginning  of  the  fiscal  year,  when  it  was  scheduled  to  be  completed. 
Last  winter,  the  President  vetoed  the  reconciliation  and  welfare  reform  measures 
called  for  under  the  budget  resolution.  In  addition,  policymakers  were  unable  to 
reach  final  agreement  on  funding  levels  for  major  Federal  programs  for  the  current 
fiscal  year  until  this  past  spring,  when  the  fiscal  year  was  already  half  over.  That 
disagreement  led  to  two  partial  shutdowns  of  the  Federal  Government,  required  the 
Congress  to  enact  a  record  number  of  continuing  appropriation  acts,  and  delayed  es- 
sential legislation  increasing  the  limit  on  the  public  debt.  Moreover,  according  to 
critics,  this  year  is  shaping  up  as  a  repeat  of  last  year's  rocky  road. 

Yet  much  of  the  apparent  failure  of  the  budget  process  over  the  past  year  and 
in  other  recent  years  has  actually  been  a  product  of  political  disagreement  over 
budget  priorities  that  the  process  cannot — and  probably  should  not — control.  That 
disagreement  has  not  been  the  result  of  inherent  flaws  in  the  annual  budget  cycle 
or  other  aspects  of  the  process.  In  fact,  during  certain  years,  such  as  those  following 
multiyear  budget  agreements,  the  annual  process  has  operated  relatively  smoothly 
and  without  delay.  In  others,  it  has  reflected  underlying  stalemate  over  the  appro- 
priate course  of  budgetary  action.  Last  year's  experience  presents  a  mixed  picture 
because  the  process  advanced  in  the  Congress  without  excessive  delay  until  it  con- 
fronted overall  policy  conflicts  between  the  President  and  the  Congress  that  pre- 
vented final  agreement  on  some  major  budgetary  measures. 

Whatever  timetable  the  budget  process  follows,  it  is  not  designed  to  force  certain 
outcomes  without  broad  policy  agreement  or,  conversely,  to  obstruct  those  outcomes 
when  agreement  has  been  reached.  Simply  changing  the  timing  of  budgetary  action 
to  a  biennial  cycle  is  unlikely  to  make  any  underlying  policy  disagreement  easier 
to  resolve  and  might  further  complicate  action  on  the  budget. 

For  example,  if  the  2-year  cycle  proposed  under  S.  1434  had  been  in  effect  for  the 
104th  Congress,  the  Congress  and  the  President  would  have  had  few  formal  mecha- 
nisms in  place  for  carrying  on  the  budget  debate  this  year.  True,  if  policymakers 
had  known  in  advance  that  they  would  be  acting  under  a  2-year  cycle  that  called 
for  budget  action  in  the  first  session  only,  they  might  have  been  more  inclined  to 
resolve  budgetary  conflicts  before  that  session  ended.  But  at  the  same  time,  under 
S.  1434,  if  policymakers  had  not  resolved  those  conflicts  by  the  end  of  1995,  they 
would  have  had  to  postpone  the  budget  debate  this  year  or  pursue  it  in  an  ad  hoc 
manner. 

A  BIENNIAL  BUDGET  WOULD  INVOLVE  TRADE-OFFS 

The  overall  goals  of  a  biennial  budget  process  are  to  ease  the  pressure  of  the  an- 
nual budget  cycle  and  promote  better  planning  and  oversight.  However,  acting  on 
the  budget  every  other  year  would  involve  certain  trade-offs.  In  general,  policy- 
makers should  weigh  the  potential  gains  from  more  time  for  planning,  program 
evaluation,  and  oversight — many  of  which  would  accrue  to  the  Executive  Branch — 
against  the  potential  loss  of  budgetary  control  for  the  Congress.  That  trade-off  and 
others  suggest  that  the  likely  consequences  of  converting  to  a  2-year  cycle  could  out- 
weigh the  potential  benefits.  Consider,  for  example,  some  of  the  potential  effects  of 
S.  1434. 

EFFECTS  ON  THE  PRESIDENT'S  BUDGET 

Proponents  of  biennial  budgeting  contend  that  requiring  the  President  to  submit 
a  budget  only  every  other  year  would  allow  budget  planners  more  time  to  evaluate 
existing  programs  and  to  prepare  estimates  and  proposals  for  the  upcoming  budget 
submission.  However,  those  benefits  might  diminish  because  of  the  difficulty  of  de- 
veloping specific  proposals  and  estimates  even  farther  in  advance  of  the  budget's 
submission. 

Submitting  the  budget  every  other  year,  and  only  in  the  first  session  of  each  Con- 
gress, may  create  other  problems.  The  President  would  have  only  two  opportunities 
to  submit  a  budget  during  a  4-year  term  of  office.  The  first  opportunity  would  come 
shortly  after  he  took  office,  when  he  was  just  beginning  to  devise  formal  budget  and 
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other  recommendations  to  subm.it  to  the  Congress.  Indeed,  a  new  President  would 
not  have  been  in  office  during  the  previous  autumn  when  the  cycle  for  preparing 
the  budget  for  submission  to  Congress  was  nearing  completion.  Under  S.  1434,  no 
formal  budget  would  be  submitted  in  the  off-years,  even  if  budgetary  or  economic 
conditions — such  as  worsening  deficit  projections — called  for  formal  recommenda- 
tions from  the  President.  Alternately,  modifying  S.  1434  to  allow  an  off-year  budget 
submission  by  the  President  under  special  circumstances  would  seem  to  defeat  the 
purpose  of  a  biennial  budget  cycle. 

EFFECTS  ON  CONGRESSIONAL  BUDGET  RESOLUTIONS 

Despite  the  multiyear  coverage  of  budget  resolutions,  setting  overall  budget  policy 
only  every  other  year  may  have  serious  drawbacks.  To  cite  just  one,  considering  the 
budget  resolution  every  other  year  could  lead  to  missed  opportunities.  If  the  Con- 
gress found  that  it  must  address  overall  budget  policies  in  a  coordinated  fashion 
during  an  off-year  (for  example,  to  respond  to  unscheduled  budget  initiatives  from 
the  President),  it  would  have  to  rely  on  traditional  legislative  procedures  instead  of 
the  expedited  budget  procedures  used  for  budget  resolutions  and  reconciliation 
measures.  That  situation  would  create  particular  difficulties  for  the  Senate,  with  its 
tradition  of  unlimited  debate  and  amendment. 

Further,  the  economic  and  programmatic  assumptions  that  underlie  a  budget  res- 
olution would  probably  turn  out  to  be  inaccurate,  particularly  in  the  second  year  of 
the  biennium — if  not  earlier.  Generally  speaking,  forecast  errors  become  larger  as 
projections  extend  farther  into  the  future.  Changes  in  the  various  conditions  affect- 
ing the  budget  could  present  serious  problems  in  enforcing  the  provisions  of  a  budg- 
et resolution  during  the  second  year.  Legislative  proposals  are  scored  with  the  eco- 
nomic and  technical  assumptions  underlying  the  budget  resolution.  As  those  as- 
sumptions become  out  of  date,  the  Congressional  Budget  Office's  cost  estimates 
could  become  quite  unrealistic.  Legislation  that  would  increase  spending  under  up- 
dated assumptions,  for  example,  might  have  very  different  costs  under  the  assump- 
tions of  the  prior  year's  budget  resolution. 

EFFECTS  ON  ANNUAL  APPROPRIATIONS 

Biennial  budgeting  would  probably  have  its  greatest  impact  on  the  annual  appro- 
priation process.  Proponents  of  biennial  appropriations  contend  that  appropriating 
every  other  year  would  have  payoffs  in  improved  planning  for  Federal  agencies  and 
more  time  for  Congressional  oversight.  But  opponents  are  concerned  that  biennial 
appropriations  might  diminish  Congressional  control  of  spending  and  simply  neces- 
sitate supplemental  appropriations  or  other  adjustments  in  the  off-year. 

Certain  appropriated  programs  with  stable  or  predictable  funding  patterns  may 
be  good  candidates  for  2-year  appropriations.  However,  multiyear  appropriations 
can  be  accommodated  now  within  the  annual  appropriation  process.  For  example, 
multiyear  funding  has  been  used  for  certain  defense  procurement  programs  to 
achieve  management  savings. 

BIENNIAL  BUDGETING  MIGHT  NOT  GIVE  THE  CONGRESS  MORE  TIME  FOR  OVERSIGHT 

In  recent  years,  the  budget  process  has  been  criticized  on  several  fronts,  including 
the  value  of  continuing  the  annual  budget  cycle.  Critics  maintain  in  part  that  the 
annual  cycle  of  budgetary  actions  has  become  too  heavily  weighted  with  complex, 
time-consuming  budget  procedures.  Thus,  critics  say,  policymakers  have  insufficient 
time  each  year  to  complete  scheduled  budgetary  actions,  leading  them  to  rely  exces- 
sively on  stop-gap  continuing  appropriations  and  other  temporary'  measures  when 
they  are  unable  to  finish  their  budgetary  work  on  time.  Critics  contend  further  that 
the  overcrowded  budgetary  agenda  squeezes  out  other  legislative  business — such  as 
committee  oversight  and  Congressional  consideration  of  nonbudgetary  authorizing 
legislation — that  is  equally  important. 

Indeed,  policymakers  have  faced  constraints  imposed  by  the  budget  process  seem- 
ingly at  every  turn.  Thus,  their  frustration  with  the  budget  process  is  understand- 
able, as  is  their  desire  to  see  less  emphasis  placed  on  budgeting.  Many  Members 
view  the  major  benefit  of  biennial  budgeting  as  allowing  more  time  to  be  spent  on 
other  legislative  activities.  Members  are  concerned  that  budgetary  legislation,  con- 
sidered under  restrictive  rules  designed  to  ensure  that  budgetary  goals  are  achieved, 
is  inappropriate  for  considering  major  policy  initiatives  that  may  be  necessary  but 
that  may  not  fit  neatly  within  the  budget  framework  or  timetable.  For  example,  fun- 
damental policy  changes  will  be  necessary  to  deal  with  the  long-term  budgetary  ef- 
fects of  the  retirement  of  the  baby-boom  generation  early  in  the  next  century.  The 
reconciliation  process,  with  its  relatively  snort  deadlines  and  focus  on  the  near-term 
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budget  horizon,  may  be  ill-suited  for  some  of  the  changes  needed  to  resolve  that 
long-term  problem. 

However,  a  biennial  budget  process  might  yield  fewer  tangible  benefits  for  the 
Congressional  workload  and  oversight  agenda  than  one  might  expect.  For  example, 
the  potential  for  increasing  the  time  available  for  oversight  and  other  activities  rests 
on  the  assumption  that  public  policy  issues  can  be  neatly  divided  into  budgetary  and 
nonljudgetary  questions,  and  that  budgetary  matters  can  be  fenced  into  a  single  ses- 
sion of  the  Congress. 

Yet  recent  debates  over  welfare  reform,  farm  policy,  transportation  policy,  and 
other  matters  call  into  question  whether  Congressional  oversight  and  Congressional 
action  on  the  budget  can  or  even  should  be  separated  in  some  cases.  Further,  House 
and  Senate  Appropriations  Subcommittees  conduct  extensive  hearings  each  year  on 
agency  budget  requests  that  also  serve  an  important  oversight  function.  Finally,  al- 
though Congressional  action  on  the  budget  seems  to  dominate  floor  action  in  the 
House  and  Senate,  the  budget  agenda  has  in  fact  not  really  crowded  out  committee 
action  on  authorizing  legislation  and  related  oversight  activities. 

CONCLUSION 

Proposals  for  a  biennial  budget  seek  to  ease  budgetary  pressures  on  policymakers 
and  free  up  time  for  oversight  and  other  nonbudgetary  matters  in  a  legislative  agen- 
da dominated  by  budgetary  action.  Biennial  appropriations  also  could  aid  agencies' 
planning.  However,  given  that  the  underlying  cause  of  current  budgetary  pressures 
is  the  ongoing  conflict  over  priorities,  simply  providing  for  budgetary  action  every 
other  year  is  unlikely  to  relieve  those  pressures.  On  the  contrary,  such  a  change 
might  force  the  Congress  and  the  President  to  rely  on  ad  hoc  budgetary  devices  and 
make  them  less  effective  in  dealing  with  major  budgetary  problems  such  as  the  defi- 
cit. 

Senator  Thompson.  Thank  you  very  much.  I  want  to  turn  it  over 
to  Senator  Domenici  as  soon  as  I  can,  but  maybe  I  can  ask  you  a 
question  and  spark  a  Httle  discussion  between  the  two  of  you  here. 

I  notice  on  page  5  of  your  testimony  you  state  that,  "During  cer- 
tain years,  such  as  those  following  multi-year  budget  agreements, 
the  annual  process  has  operated  relatively  smoothly  and  without 
delay."  Could  you  give  some  examples  of  that? 

Mr.  Blum.  Well,  I  think  we  have  seen  some  examples  over  the 
past  10  years.  There  was  a  struggle,  as  I  recall,  back  in  1987  over 
the  budget,  and  then  it  took  a  crash  in  the  stock  market  to  galva- 
nize efforts,  and  agreement  was  reached  between  the  Congress  and 
the  President  on  a  budget  plan.  Then  the  following  year  was  a  fair- 
ly straightforward  year.  Caps  had  been  placed  on  appropriations 
over  a  2-year  period,  and  there  wasn't  the  turmoil  that  had  taken 
place  the  previous  year.  The  same  thing  happened  following  the 
1990  budget  agreement.  I  think  1991  was  probably  a  relatively 
quiet  year. 

My  point  is  that  when  policy  agreements  are  made,  the  annual 
cycle  can  run  quite  smoothly  and  isn't  ver.y  time-consuming.  But 
when  there  are  these 

Senator  Thompson.  Excuse  me.  Your  point  is  it  is  not  the  process 
in  and  of  itself  that  is  causing  all  this  problem;  it  is  the  underlying 
policy  differences  that  are  driving  the  process. 

Mr.  Blum.  Yes,  sir,  that  is  exactly  the  point. 

Ms.  Irving.  I  think  we  would  question  the  underlying  assump- 
tion that  in  some  way  the  process  failed  last  year.  In  some  ways, 
accepting  a  certain  amount  of  demagoguery  in  all  debates,  the  proc- 
ess last  year  highlighted  a  fundamental  disagreement  between  a 
bulk  of  the  Congress  and  the  President  on  the  role  of  the  Federal 
Government.  It  is  hard  to  argue  there  is  something  much  more  im- 
portant to  spend  time  on.  I  am  sure  it  was  horrifying  to  be  in  it, 
but 
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Senator  THOMPSON.  I  think  that  is  a  perfect  introduction  to  Sen- 
ator Domenici. 

Senator  DOMENICI.  I  made  a  note  for  myself,  Mr.  Chairman.  As 
you  might  remember,  right  at  the  end  I  sort  of  put  up  my  hand. 
I  was  going  to  say  while  I  was  sitting  there  that  we  should  not 
think  that  any  of  these  process  changes  are  going  to  get  rid  of  the 
enormous  policy  conflicts.  They  exist.  The  process  is  going  to  look 
very  neat,  but  it  is  not  going  to — by  the  time  you  are  finished,  ac- 
complished everything  the  process  envisions. 

You  may  still  have  some  continuing  resolutions,  and  if  the  argu- 
ments are  as  profound  as  they  were  last  year — and,  of  the  record — 
well,  we  have  to  be  on  the  record — Republicans  are  as  politically 
lacking  in  astuteness  as  we  were 

Senator  Thompson.  It  is  not  a  well-kept  secret. 

Senator  Domenici  [continuing].  So  that  a  President  who  entered 
that  budget  cycle  was  hardly  able  to  convince  anyone  of  anything 
ended  up  getting  very,  very  strong  because  of  some  of  the  things 
we  did,  I  mean  those  are  apt  to  happen. 

But  let  me  just  ask  both  of  you,  it  seems  to  me  that  one  argu- 
ment in  favor  of  keeping  the  annual  appropriations  was  kind  of 
iterated  by  you,  Ms.  Irving.  You  said  perhaps  oversight  by  those 
who  have  money  in  hand  is  better  than  oversight  by  a  committee 
that  doesn't.  I  would  submit  as  a  Member  of  the  Appropriations 
Committee,  and  I  serve  on  five  of  the  subcommittees,  if  that  is  the 
extent  of  the  oversight  taking  place,  it  is  pretty  meager.  Do  you 
have  any  assessment  as  you  look  at  oversight?  Let's  ask  you  first. 

I  mean,  it  seems  to  me  perhaps  some  agency  like  yours  could 
take  a  look  at  just  how  much  time  a  subcommittee  spends.  If  you 
take  a  subcommittee  like  the  one  Senator  Bond  heads — and  he  is 
a  very  dedicated,  diligent  chairman,  but  I  can't  believe  that  that  is 
a  very  good  way  to  have  oversight  in  one  subcommittee  of  the  poli- 
cies and  practices  of  the  Veterans  Administration,  the  Environ- 
mental Protection  Agency,  the  housing  programs  of  this  country, 
NASA,  and  the  National  Science  Foundation.  I  mean,  in  about  a  1- 
month  period  of  hearings,  I  would  think  whatever  is  done  is  not 
very  much  oversight.  Maybe  you  could  address  that. 

Ms.  Irving.  First  of  all,  I  think  it  would  be  hard  for  someone 
from  the  General  Accounting  Office  to  argue  you  were  close  to  ap- 
proaching too  much  oversight.  That  would  be  an  inconceivable  re- 
sponse by  an  agency  quite  devoted  to  oversight.  Oversight  falls  in 
the  sort  of  funny  range  between  looking  at  basic  structural  desigri 
of  programs  and  providing  annual  funding.  Questions  like  what  is 
it  we  want  the  Federal  role  to  be  in  energy?  Or  in  education?  Or 
in  the  advancement  of  science?  Or  how  do  we  want  to  design  our 
programs  for  veterans?  Those  are  really  quite  major.  I  hope  author- 
izing committees  are  doing  that  as  part  of  their  ongoing  work  and 
my  guess  is  the  committees  would  say  that  they  do  varying  and  un- 
even jobs. 

All  I  meant  with  the  point  about  money  at  stake  is  that  on  a  par- 
ticular issue  an  agency  is  forced  to  be  quite  responsive  when  money 
is  at  stake.  Of  course,  Appropriations  Subcommittees,  I  think,  have 
to  pick  and  choose  what  they  will  focus  on  at  any  one  time,  which 
is  part  of  why  I  think  the  question  of  how  much  time  this  saves 
is  an  issue. 
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I  don't  think  it  is  so  much  the  numbers  of  dollars  as  it  is  that 
for  programs  people  think  are  running  relatively  well  it  may  not 
use  up  a  huge  amount  of  time  to  appropriate,  although  as  dollars 
get  tighter,  the  arguments  within  the  subcommittee  for  allocations, 
I  assume,  get  sharper.  One  of  the  questions  is  do  you  want  to  be 
removing  the  chance  to  look  at  those  tradeoffs  on  an  annual  basis. 

Senator  DOMENICI.  Do  you  have  any  observations  on  that  sub- 
ject? 

Mr.  Blum.  Well,  Senator  Domenici,  I  think  you  probably  put 
your  finger  on  it  in  your  own  response  to  the  question:  Oversight 
for  the  authorizing  committee  doesn't  appear  to  be  a  very  sexy  ac- 
tivity. There  is  nothing  to  prevent  the  committees  under  today's 
annual  system  from  conducting  oversight  each  year,  but  that  isn't 
what  gathers  attention  either  with  the  media  or  in  giving  the  Com- 
mittee credit  for  reporting  out  legislation  and  getting  it  passed. 

Senator  THOMPSON.  Is  it  that  as  much  as  it  is  just  lack  of  time, 
or  both?  Isn't  that  a  good  question? 

Mr.  Blum.  Well,  I  don't  know  how  to  answer  that.  I  think  there 
is  not  an  incentive  for  the  authorizing  committees  to  conduct  strong 
oversight.  That  is  what  Ms.  Irving  was  trying  to  get  at:  Where 
money  is  at  stake,  people  will  pay  attention,  and  if  there  is  not  a 
strong  incentive  for  the  authorizing  committees  to  conduct  over- 
sight, it  is  not  clear  that  they  will.  Under  a  biennial  system,  al- 
though you  clear  up  all  the  time  in  that  second  year  for  oversight, 
I  don't  know  how  much  would  in  fact  be  done. 

Ms.  Irving.  One  of  the  issues  for  all  of  you  is  that — as  is  true 
in  any  other  overloaded  occupation — the  urgent  tends  to  drive  out 
the  important.  But  as  Mr.  Blum  said,  if  you  free  up  the  time,  the 
type  of  oversight  about  which  you  all  are  talking,  which  is  not 
glamour  crisis  oversight,  but  rather  looking  at,  for  example,  how 
we  should  redesign  the  Federal  role  in  energy  is  nitty-gritty  and 
hard.  The  question  is  would  freeing  up  all  that  time  and  labeling 
7  months  as  "oversight"  mean  it  would  get  done,  or  would  it  just 
be  a  different  series  of  hearings  which  wouldn't  satisfy  your  goals 
either? 

Senator  DOMENICL  I  have  one  last  observation  and  then  I  would 
certainly  be  glad  to  stay  with  you,  if  you  want  me  to,  for  a  while 
longer.  It  seems  to  me  that  one  thing  we  ought  to  be  considering, 
if  we  are  going  to  go  through  this  with  the  idea  that  we  want  more 
oversight  and  1  year  out  of  the  2  should  not  be  burdened  by  appro- 
priations and  budget  resolutions  which  can  occupy  almost  an  entire 
year,  we  ought  to  put  some  things  in  that  would  push  authorizers 
to  have  oversight. 

The  only  thing  that  comes  to  my  mind  is  a  propensity  on  the  part 
of  legislators  to  never  do  anything  unless  there  is  a  deadline,  un- 
less something  is  going  to  happen.  I  note  the  President  pro  tem  of 
the  Ohio  Senate  agrees  with  me.  That  is  why,  I  guess,  in  the  last 
week  of  a  session  all  of  the  work  is  done  in  your  place.  In  ours,  it 
is  maybe  a  month. 

Maybe  we  ought  to  consider — what  is  the  word  for  stopping  pro- 
grams after  5  years? 

Ms.  Irving.  Sunset. 

Senator  DOMENICI.  Maybe  we  ought  to  consider  some  sunset 
hearings  because  they  might  run  together.  The  fact  that  you  want 
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authorizers  to  review  laws  and  whether  laws  are  working,  the  ef- 
fectiveness of  legislation — maybe  if  they  are  working  up  against  a 
sunset,  we  might  have  some  effective  oversight  hearings.  We  don't 
want  to  burden  our  proposal  down  with  too  much. 

Let  me  just  for  the  record  and  for  my  good  friend  from  Tennessee 
cite  one  example  about  oversight.  Look,  I  am  as  guilty  for  the  com- 
mittees I  serve  on  as  anybody  else,  but  I  was  absolutely  astounded 
in  the  Budget  Committee  to  have  a  hearing  on  how  aliens,  legal 
aliens,  have  gotten  on  our  welfare  rolls  where  we  never  intended 
them  to  be.  I  was  absolutely  amazed. 

I  mean,  we  have  1.6  million  legal  aliens  who  came  here  originally 
with  a  contract  that  we  wouldn't  pay  for  them  into  the  United 
States.  We  have  a  hearing  a  month  ago  and  there  are  1.6  million 
on  Medicaid  and  1  million  on  SSL  Over  there  sat  a  department  of 
the  U.S.  Government  that  could  have  deported  people  who  violated 
their  deal.  A  couple  brings  their  mama  and  papa  over  and  they  are 
64  years  old  when  they  bring  them  into  the  United  States.  We  are 
generous;  we  let  them  come  in  because  that  is  our  policy  of  keeping 
families  together.  They  are  here  18  months  and  they  are  on  all  the 
welfare  programs,  and  the  agreement  was  that  they  wouldn't  go  on 
for  5  years.  We  have  a  department  of  the  Federal  Government  that 
is  supposed  to  enforce  it  and  in  10  years  enforced  it  against  13  peo- 
ple. Now,  you  would  have  thought  somebody  would  catch  that. 

Senator  Thompson.  We  have  to  wait  until  "60  Minutes"  discovers 
it  before  we  find  out  about  it. 

Senator  DOMENICI.  Probably,  yes.  I  mean,  I  didn't  see  that.  I  had 
to  fmd  out  in  the  committee  what  this  legislation  was  about,  so  I 
had  to  call  a  hearing  and  we  produced  some  of  the  first  charts  that 
showed  a  10-to-l  ratio  of  alien  seniors — a  10-to-l  ratio  of  seniors 
on  SSI  who  are  aliens  versus  the  proportion  of  all  seniors  who  are 
aliens.  So  you  have  got  2.9  percent  of  seniors  who  are  aliens  but 
they  are  29  percent  of  the  senior  population  getting  SSL  That  is 
kind  of  out  of  proportion,  one  would  think,  10  times  as  many. 

So,  all  over  the  place  those  things  exist,  Mr.  Chairman,  and  I 
don't  want  to  leave  the  impression  that  we  will  fix  all  of  that  in 
going  to  2-year  appropriations,  2-year  budgeting,  and  a  year  for 
oversight. 

Senator  THOMPSON.  As  you  discuss  that,  it  occurs  to  me  that  we 
may  be  coming  to  this  at  a  good  time.  Congress  passed  the  Govern- 
ment Performance  and  Results  Act,  and  I  was  certainly  not  aware 
that  it  was  on  the  books  until  recently  and  found  that  a  lot  of  other 
people  are  not  aware  of  it  either.  But  if  we  really  are  serious  about 
it  and  we  are  going  to  start  requiring  agencies  to  really  come  in 
and  tell  us  what  they  are  trying  to  accomplish  and  we  follow  up 
on  it — in  other  words,  make  them  set  realistic  goals,  not  that  they 
process  "x"  amount  of  paperwork  which  is  traditionally  the  way 
they  judge  themselves  in  many  instances,  but  really  what  are  the 
goals — the  welfare  system  sends  out  so  many  checks  a  year  and 
that  is  a  good  indication  of  performance,  or  is  the  welfare  system 
tr3ring  to  get  people  off  of  welfare? 

What  are  the  realistic  goals?  Make  them  set  realistic  goals  and 
come  back  in  and  compare  what  they  have  done.  I  mean,  that  is 
the  most  beneficial  thing  I  think  we  can  do,  and  I  was  sitting  here 
wondering  when  are  we  going  to  do  this.  What  period  of  time  is 
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every  committee  going  to  set  aside  to  really  go  into  that  and  make 
it  really  amount  to  something? 

It  looks  to  me  like  we  could  use  that  Act,  and  it  won't  be  in  effect 
for  another  year  or  so — pilot  programs  are  going  on  now — that  we 
could  use  that  and  get  serious  about  that  and  use  that  one  tool 
alone,  if  we  could  free  up  some  time  to  really  get  into  it. 

Senator  DOMENICI.  I  have  one  last  question.  Mr.  Blum,  it  seems 
to  me  what  you  said  about  predictability  would  be  something  like 
the  following.  Annually  appropriated  accounts,  non-entitlement,  are 
more  easily  predictable  than  revenues  and  entitlements,  which 
should  lead  one  to  the  conclusion  that  there  is  more  justification 
for  having  an  annual  budget  than  there  is  justification  for  having 
annual  appropriations.  I  don't  want  annual  on  either,  but  it  seems 
to  me 

Mr.  Blum.  Yes,  that  would  be  a  conclusion  you  could  draw  from 
that. 

Senator  DOMENICI.  So  this  Committee  should  know  from  your  ex- 
pertise that  the  appropriated  accounts  are  pretty  predictable  and 
the  methods  you  have  arrived  at  of  determining  the  ratio  of  budget 
authority  to  outlays  and  what  it  is  really  going  to  cost  each  year 
have  become  pretty  efficient  for  appropriated  accounts.  Is  that  a 
fair  statement? 

Mr.  Blum.  That  is  correct,  sir;  you  are  absolutely  right.  It  is 
more  important  with  the  revenues  or  the  entitlements  to  have  up- 
dated assumptions.  And  even  the  annual  budget  resolution  doesn't 
guarantee  that  accuracy. 

Senator  DOMENICL  I  understand. 

Mr.  Blum.  We  often  have  committees  playing  what  we  call  base- 
line games — you  are  very  familiar  with  this.  When  assumptions  un- 
derlying a  budget  resolution  have  become  out  of  date,  they  try  to 
take  advantage  of  the  situation  by  writing  legislation  with  triggers, 
and  so  forth,  that  give  the  appearance  that  the  legislation  isn't 
going  to  cost  any  money,  whereas  we  all  know,  that  in  reality,  it 
will. 

Senator  DOMENICL  A  last  thought  for  you,  Mr.  Chairman.  As  you 
put  the  finishing  touches  on  hearings,  I  think  the  one  thing  you 
might  consider  is  hearing  from  some  agencies  that  would  tell  you 
what  a  waste  of  time  it  is  to  do  their  work  every  year.  Their  waste 
may  be  something  we  want  them  to  do,  but  essentially  when  they 
tell  you  how  much  time  they  spend  having  to  do  this  every  year 
and  what  might  happen  if  they  did  it  every  2  years,  I  think  you 
get  a  pretty  good  picture. 

One  time,  I  followed  about  five  or  six  big  appropriations  accounts 
and  I  found  that  somewhere  over  90  percent  is  totally  redundant 
from  year  to  year  on  the  appropriations  bill,  and  I  think  it  might 
even  be  more.  In  other  words,  it  is  just  the  exact  same  thing  done 
over  again  in  the  annual  appropriations. 

Senator  Thompson.  We  have  two  roll  call  votes.  We  will  stand 
in  recess  probably  about  15  minutes,  I  would  think,  and  I  want  to 
thank  this  panel  and  we  will  go  to  the  next  panel  as  soon  as  we 
come  back.  Thank  you  very  much. 

[Recess.] 

Senator  THOMPSON.  We  will  ask  our  next  panel,  Mr.  Finan  and 
Mr.  Keel,  to  come  up. 
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TESTIMONY  OF  RICHARD  H.  FINAN,  PRESIDENT  PRO 
TEMPORE,  OHIO  STATE  SENATE 

Mr.  FiNAN.  Thank  you,  Mr.  Chairman. 

Senator  Thompson.  Finan.  I  am  sorry. 

Mr.  FiNAN.  That  is  OK.  You  are  not  the  first  nor  will  you  be  the 
last  to 

Senator  THOMPSON.  And  it  is  Senator  Finan,  is  it? 

Mr.  Finan.  Senator  Finan.  I  always  say  voting  is  fine  and  dandy. 

Senator  Thompson.  All  right.  I  apologize.  We  were  discussing  the 
fi:-actured  nature  of  our  existence.  How  long  did  that  15  minutes 
take? 

Mr.  Finan.  We  usually  say  "more  or  less,"  Mr.  Chairman,  when 
we  take  a  break  on  the  floor. 

Senator  Thompson.  Well,  I  haven't  learned  that  yet,  but  I  will 
have  to.  Thank  you,  gentlemen,  both  of  you,  for  being  so  patient 
and  being  with  us  here  today.  So,  Mr.  Finan,  if  you  would  proceed. 

Mr.  Finan.  Mr.  Chairman,  I  appreciate  the  opportunity  to  testify. 
Let  me  just  say  I  come  from  Cincinnati,  Ohio,  in  the  great  State 
of  Ohio.  I  do  serve  as  the  president  pro  tem  of  the  Ohio  Senate. 
I  am  also  the  vice  president  of  the  National  Conference  of  State 
Legislatures,  which  means  in  1998  I  will  be  the  national  president 
of  that  organization. 

The  other  thing,  though,  about  budgeting  process  is  that  I  chair 
the  Senate  Ways  and  Means  Committee  in  Ohio  and  have  done  so 
since  1980,  and  I  also  am  the  vice-chair  of  the  finance  committee. 
In  that  capacity,  we  have  probably  done  eight  or  nine  biennial 
budgets  in  the  State  of  Ohio  over  those  years,  and  I  have  served 
on  the  conference  committee  which  is  putting  it  altogether  from  the 
house  and  senate  at  least  6  or  7  times. 

I  really  say  those  things  to  you,  Mr.  Chairman,  to  give  you  some 
idea  that  we  have  some  idea  about  how  we  do  this  process  in  a 
State  that  has  a  biennial  budget.  I,  as  a  State  legislator,  frankly 
applaud  any  review  of  any  part  of  the  Federal  budgeting  process, 
and  I  have  to  admit  to  you  that  I  don't  understand  it.  I  have  some 
of  my  friends  in  Congress  and  I  am  not  sure  they  understand  it  if 
they  are  not  there  every  day,  and  I  know  darn  well  my  constituents 
back  home  do  not  understand  the  Federal  budget  process. 

When  you  compare  that  with  the  way  we  do  it  in  the  State  of 
Ohio,  which  is  a  fairly  straightforward  process  which  I  think  a  lot 
more  of  our  constituents  understand,  I  think  sometimes  it  is  why 
people  are  a  little  more  comfortable  with  their  State  government 
perhaps  than  they  are  with  the  Federal  Government.  I  also  cer- 
tainly believe  that  the  fact  that  we  do  balance  our  budget  every 
year,  and  have  done  so  by  constitutional  requirement,  also  gives  a 
constituent  approval  that  is  very,  very  helpful  when  you  go  out  for 
reelection  next  year. 

We  have  done  biennial  budgeting  in  our  State.  It  has  been  a  re- 
quirement for  as  long  as  I  can  remember,  and  maybe  for  the  whole 
history  of  the  State  of  Ohio.  Incidentally,  as  Senator  Glenn  pointed 
out,  we  do  meet  annually,  so  it  is  not  something  that  is  required 
because  we  only  meet  every  2  years,  but  we  do  meet  annually. 

We  have  basically  been  able  to  do  our  budgets  on  time  and  on 
balance,  and  one  of  the  things  that  I  think — we  do  them  in  the  first 
6  months  of  our  biennial  session  and  one  of  the  things  that  I  think 
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it  does,  Mr.  Chairman,  is  that  it  keeps  the  pohtical  rhetoric  down 
a  httle  bit  because  people  aren't — they  have  just  come  off  of  the 
election  cycle  and  they  are  not  so  prone  to  be  thinking  about  the 
next  one,  which  is  2  years  away  for  the  house  or  half  of  our  senate, 
and  I  think  that  is  an  important  side  light,  kind  of,  to  the  budg- 
etary process. 

Budget  preparation  and  hearings — our  budget  is  roughly  $35  bil- 
lion every  2  years.  We  have  10.5  million  people  in  our  State,  and 
the  process  and  the  hearings  of  putting  that  budget  together  take 
a  tremendous  amount  of  time  both  of  the  legislators  and  of  our 
staff  I  can  imagine  what  it  does  to  your  time  up  here  if  it  does  that 
to  our  time  there,  but  at  least  we  know  on  July  1  we  are  done.  We 
are  done  with  it  and  we  are  not  going  to  see  it  again  for  18  more 
months.  That  is  a  very  comforting  feeling  and  it  really  does — many 
of  the  comments  made  here  earlier — it  really  does  give  our  staff  op- 
portunities to  do  some  other  things  and  us  to  do  some  other  things. 

We  have  a  legislative  service  commission  that  does  research  work 
and  bill-drafting  for  us.  We  have  a  legislative  budget  office  which 
looks  at  all  kinds  of  reports  and  those  things.  They  really  do  have 
time  in  the  off-season  to  be  able  to  look  at  that.  I  wrote  some  of 
these  things  in  because  I  was  interested  in  the  estimating  idea.  We 
monitor  our  budget  monthly.  We  are  in  July;  we  are  in  the  13th 
month  of  the  budget.  Mr.  Chairman,  we  are  within  .006  percent  of 
what  we  estimated  would  be  our  income  and  our  outgo  at  this  point 
in  time  in  the  budgeting  process.  I  know  yours  is  bigger,  but  I  sug- 
gest that  I  think  we  have  gotten  a  lot  better  at  these  kinds  of 
things,  with  computer  models,  econometric  designs,  than  we  were 
15  years  ago. 

We  have  emergencies,  too.  We  are  faced  right  now  with  the  clo- 
sure, perhaps,  of  Central  State  University  in  our  State,  which  is  an 
all-African  American  college  that  suddenly  needs  $70  to  $100  mil- 
lion in  order  to  get  dormitories  and  those  kinds  of  things  back  into 
shape,  but  we  will  work  on  that  and  get  it  back  together  one  way 
or  the  other. 

Also,  I  believe  that  our  State  agencies  just  are  in  a  better  posi- 
tion to  plan  by  the  fact  that  they  know  what  they  are  going  to  get 
for  2  years.  That  is  not  an  eternity,  admittedly,  but  I  think  it  does 
provide  an  awful  lot  more  predictability  in  the  situation.  I  think 
when  annual  budgeting  occurs,  as  you  do  here,  that  can  be  a  prob- 
lem. I  also  think  the  public  just  has  total  non-understanding.  Your 
budgets  kind  of  flow  together  one  after  another,  particularly  right 
now,  and  I  think  that  is  a  very  difficult  budget  problem.  When  we 
are  done,  they  know  we  are  done  and  they  don't  bug  you  as  much 
anymore  either,  frankly. 

It  would  really  help  the  States.  As  you  know.  Congress  is  very 
involved  in  our  spending  in  our  State  programs  and  when  you  take 
things  like  Medicaid  and  AFDC  which  can  get  to  40  percent  of  our 
budget,  just  imagine,  after  we  have  done  a  biennial  budget,  if  you 
vary  1  percent  or  2  percent  on  those  kinds  of  numbers,  you  can  be 
a  disaster  to  us  in  that  second  year  of  the  budgeting  process.  It 
would  be  extremely  helpful  to  us  to  have  a  biennial  budget  here  in 
Washington,  DC. 

Your  point  of  oversight  of  the  Executive  Branch  in  the  second 
year  is  interesting.  We  do  a  budget  correction  bill  in  the  second 
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year.  However,  we  don't  really  spend  any  new  money  in  that  budg- 
et correction  bill.  We  mainly  will  rearrange  the  deck  chairs.  If  we 
think  we  need  less  money  in  this  program  and  more  money  in  this 
program,  we  will  move  it  over  in  that  budget  corrections  bill. 

We  do  have  a  mechanism  for  instant  response  called  the  Control- 
ling Board  which  is  basically  eight  legislators  and  the  Chair  from 
the  governor's  office.  So  the  legislators  control  the  process,  pure 
and  simple,  from  there,  but  that  organization  doesn't  appropriate 
any  new  money.  They  will  deal  with  large  State  contracts,  and  they 
also  deal  with  emergency  situations  where  you  have  got  to  take 
money  out  of  one  side  or  the  other  side,  just  move  it  around  a  bit. 
We  do  keep  a  fund  in  there,  but  it  is  really  only  about  $5  million 
just  for  emergency  purposes  that  come  up  within  the  State  of  Ohio. 

Finally,  Mr.  Chairman,  I  thought  your  point  to  adjourn  sine  die 
on  July  31  was  an  interesting  idea.  My  father-in-law,  who  passed 
away  several  years  ago,  used  to  suggest  to  me  that  the  general  as- 
sembly should  pay  itself  a  salary  of  $150,000  a  year  and  then  we 
should  deduct  $1,000  for  every  day  we  were  in  session.  He  felt  his 
money  would  be  well  spent  because  we  would  have  very,  very  short 
sessions,  obviously,  that  way.  From  a  practical  standpoint,  though, 
I  am  not  sure  how  it  would  work. 

I  know  that  you  would  need  a  recall  system  of  some  shape  or 
form  for  emergency  circumstances.  I  don't  know  how  you  would  do 
that  unless  you  get  the  President  involved  in  that,  and  I  am  here 
to  tell  you  that  we  adjourn  on  the  last  day  of  our  2-year  biennial 
session  because  we  just  don't  feel  comfortable  with  giving  the  gov- 
ernor the  power  to  call  us  back  into  special  sessions.  I  do,  though, 
support  tremendously  biennial  budgeting  on  the  Federal  level. 

Thank  you,  Mr.  Chairman. 

Senator  THOMPSON.  Thank  you  very  much. 

Mr.  Keel. 

TESTIMONY  OF  JOHN  KEEL,  DIRECTOR,  TEXAS  LEGISLATIVE 
BUDGET  BOARD 

Mr.  Keel.  Thank  you.  Senator.  I  am  Director  of  the  Legislative 
Budget  Board  for  the  State  of  Texas.  That  Board  consists  of  a 
chairman,  who  is  the  lieutenant  governor  and  president  of  our  sen- 
ate; 4  senators,  the  chairman  of  the  senate  finance  committee,  the 
State  affairs  committee,  and  2  other  senators.  It  is  vice-chaired  by 
the  speaker  of  the  house.  The  Members  include  the  chairman  of  the 
appropriations  committee,  the  chairman  of  the  ways  and  means 
committee  and  2  other  house  members. 

I  would  like  to  share  with  you  the  Texas  experience  on  a  biennial 
2-year  budget  process  and  give  you  some  historical  background. 
The  Texas  constitution  requires  that  our  Legislature  meets  every 
other  year,  and  that  constitution  limits  our  appropriations  to  no 
more  than  2  years.  Since  1951,  the  Legislative  Budget  Board  has 
prepared  a  2-year  appropriations  bill  for  introduction  in  each  regu- 
lar session  of  our  Legislature.  During  this  period,  only  3  special 
sessions  have  been  required  to  write  1-year  bills.  There  is  no  infor- 
mation which  indicates  that  State  money  has  been  saved  during 
the  time  a  1-year  appropriations  bill  was  adopted.  Two-year  budg- 
ets have  worked  well  for  Texas. 
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I  want  to  point  out  some  of  the  most  recent  fiscal  issues  and  sig- 
nificant financial  challenges  that  Texas  has  faced  since  1989  and 
met  with  a  2-year  budget  process.  While  experiencing  major 
changes  in  public  school  finance  mandated  by  our  own  supreme 
court  and  a  growth  in  public  school  enrollment,  a  growth  that  is 
now  at  3.6  million  students — greater  than  the  population  of  over  20 
States — and  while  tripling  our  prison  population  from  41,000  to 
130,000  inmates,  including  use  of  emergency  budget  execution 
transfers  for  prison  operations,  and  while  dealing  with  a  Medicaid 
caseload  that  has  more  than  doubled — the  caseload  has  doubled 
and  the  costs  have  tripled  since  1989 — we  are  now  at  a  $79.8  bil- 
lion State  budget  of  all  funds.  We  have  accomplished  all  of  this 
with  a  biennial  2-year  budget  process. 

I  think  there  are  advantages  to  this  process  and  I  would  like  to 
share  them  with  you. 

Senator  THOMPSON.  That  might  be  a  good  time.  I  really  apolo- 
gize, but  I  have  about  4  minutes  to  vote  again.  I  will  try  my  best 
to  be  back  here  in  10  minutes,  so  we  will  recess  for  another  10  min- 
utes. 

[Recess.] 

Senator  THOMPSON.  We  are  back  in  session.  Let's  try  again.  Mr. 
Keel,  sorry.  Would  you  finish  your  statement,  please,  sir? 

Mr.  Keel.  Yes,  sir.  I  wanted  to  cover  some  of  the  advantages 
that  we  think  we  have  with  the  2-year  budget  cycle.  They  include 
planning  stability  and  certainty  for  our  governmental  agencies,  but 
also  other  governmental  jurisdictions.  State,  regional  and  local.  We 
think  that  in  a  2-year  cycle  that  we  more  effectively  monitor  our 
expenditures,  and  we  think  we  more  effectively  assess  the  perform- 
ance of  agencies  and  programs. 

Generally  the  key  budget  drivers,  such  as  economic  conditions 
and  service  demands,  do  not  materially  change  between  the  first 
and  second  year  of  a  biennial  budget.  In  a  2-year  budget  cycle  we 
have  found  that  we  can  accurately  estimate  spending  and  revenue, 
that  we  can  have  flexibility  in  making  mid-course  corrections,  that 
we  can  rapidly  respond  to  budget  crises,  such  as  our  prison  situa- 
tion I  mentioned.  But  to  do  this,  we  work  with  an  established  set 
of  budgetary  tools.  A  few  of  those  tools  are  constitutional  provi- 
sions, a  2-year  limit,  a  pay-as-you-go.  We  limit  our  appropriations 
to  the  growth  in  the  economy.  Our  governor  has  a  line-item  veto. 

We  have  joint  budget  responsibilities  in  Texas  between  the  gov- 
ernor and  the  Legislature.  Both  the  governor  and  Legislative  Budg- 
et Board  submit  a  2-year  biennial  budget  each  regular  session  to 
the  Legislature.  Any  budget  execution  transfers  must  be  approved 
by  both  of  those  entities. 

I  would  be  glad  to  discuss  time  lines  or  performance  budgeting 
or  any  other  issues,  or  answer  questions  that  you  might  have  for 
me. 

[The  prepared  statement  of  Mr.  Keel  follows:] 

PREPARED  STATEMENT  OF  MR.  KEEL 

Mr.  Chairman  and  Members  of  the  Subcommittee:  Good  morning.  My  name  is 
John  Keel  and  I  am  the  Director  of  the  Texas  Legislative  Budgets  Board.  I  am  de- 
lighted to  appear  before  the  Financial  Management  and  Accountability  Subcommit- 
tee to  discuss  the  merits  of  the  Texas  biennial  budget  process. 

Let  me  briefly  discuss  the  Texas  biennial  budget  process. 
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The  Texas  Constitution  provides  for  the  Texas  Legislature  to  meet  every  other 
year  and  hmits  State  appropriations  to  no  more  than  2  years.  While  there  is  not 
a  constitutional  or  statutory  requirement  that  the  Texas  Legislature  prepare  a  2- 
year  budget,  the  constitutional  requirement  that  the  Legislature  can  meet  in  regular 
session  only  once  every  2  years  necessitates  a  biennial  budget. 

Since  1951,  the  Legislative  Budget  Board  has  prepared  for  each  regular  session 
of  the  Legislature  a  2-year  general  appropriations  bill.  On  only  three  occasions  dur- 
ing this  period  has  a  1-year  appropriations  bill  been  enacted  (1967,  1971  and  1975). 
There  is  no  information  which  indicates  that  State  money  has  been  saved  by  adopt- 
ing and  enacting  a  1-year  appropriations  bill. 

Two-year  budgets  have  worked  and  have  worked  well  for  Texas. 

A  2-year  rather  than  a  1-year  budget:  (1)  ensures  a  more  cohesive  planning  proc- 
ess; (2)  promotes  greater  organizational  stability  through  funding  certainty;  and  (3) 
fosters  more  effective  monitoring  of  agency  expenditures  and  assessments  of  agency 
performance. 

Key  budget  drivers,  such  as  economic  conditions  and  service  demand,  generally 
do  not  materially  change  between  the  first  and  second  years  of  a  biennium.  Con- 
sequently, a  2-year  budget  can  accurately  estimate  spending  and  revenue  needs. 
Furthermore,  a  2-year  budget  can  provide  adequate  flexibility  to  make  "mid-course" 
corrections  and  to  rapidly  respond  to  budget  crises.  Since  1989,  the  Texas  Legisla- 
ture has  adopted  a  2-year  budget  which  has  accommodated: 

•  a  major  restructuring  of  the  public  school  financing  system  mandated  by  the 
State  supreme  court; 

•  the  tripling  of  the  State  prison  population;  and 

•  a  doubling  of  the  State's  Medicaid  caseload  and  a  tripling  of  Medicaid-related 
costs. 

I  should  note  that  Texas  State  government  is  largely  decentralized  with  approxi- 
mately 250  separate  State  agencies  and  institutions  Texas'  ability  to  effectively  de- 
velop and  manage  2-year  State  budgets  is  aided  by  several  constitutional  provisions 
including  a  2-year  limit  on  appropriations,  a  "pay-as-you-go"  spending  limit,  and  the 
linkage  of  the  State  budget  to  the  growth  of  the  State's  economy.  In  addition,  the 
Governor  has  line  item  veto  authority. 

Texas'  2-year  budget  process  places  special  emphasis  on  the  monitoring  and  eval- 
uation of  agency  expenditures  and  performance.  Texas  has  implemented  a  com- 
prehensive performance-based  budgeting  system  which  provides  for  the  establish- 
ment of  annual  performance  targets  for  virtually  every  State  agency  and  institution. 

The  success  of  our  performance  budgeting  system  has  been  aided  by  the  fact  that 
we  have  a  2-year  budget  cycle.  Time  which  would  constantly  be  spent  developing 
and  implementing  1-year  appropriation  bills  is  instead  spent  monitoring  and  evalu- 
ating agency  expenditures  and  performance.  The  information  produced  by  the  mon- 
itoring and  evaluation  of  agency  expenditures  and  performance  plays  a  central  role 
in  the  development  of  our  2-year  budget  and  is  a  key  tool  used  by  legislators  to 
make  budget  decisions. 

Mr.  Chairman,  I  appreciate  having  the  opportunity  to  testify  this  morning  and 
would  be  happy  to  respond  to  any  questions.  Thank  you. 

History  of  the  Legislative  Budget  Board 

Prior  to  1949,  Texas  did  not  have  an  effective  system  of  budgeting.  Financial  pro- 
cedures were  widely  criticized  as  being  haphazard  and  arbitrary,  and  State  agencies 
were  funded  by  individual  appropriation  bills.  Budgeting  was  assigned  to  the  Board 
of  Control,  the  State's  purchasing  agent  and  general  housekeeping  agency  and  pred- 
ecessor to  the  General  Services  Commission.  However,  the  Board  of  Control  had  no 
authority  to  refuse  requisitions  or  to  make  periodic  adjustments  in  budgetary  ex- 
penditures for  State  agencies. 

The  impetus  for  the  creation  of  a  LBB  was  two-fold:  (1)  a  recommendation  from 
the  State  Auditor's  Office  for  the  creation  of  a  legislative  committee  for  the  continu- 
ous review  of  State  spending;  and  (2)  escalating  State  government  expenditures 
after  the  end  of  World  War  IL  The  LBB  was  created  in  1949.  The  legislation  re- 
quired all  State  agencies  to  submit  their  budget  requests  to  the  board  for  review 
and  recommendations.  The  statutory  responsibility  of  the  LBB  remained  virtually 
unchanged  until  1973,  when  legislation  was  enacted  which  significantly  expanded 
the  boards  duties  to  include  evaluation  of  agency  programs  and  estimation  of  the 
probable  costs  of  implementing  legislation  introduced  in  the  legislative  session. 

In  1973,  the  Legislature  directed  the  LBB  to  establish  a  system  of  State  agency 
performance  audits  and  evaluations.  The  goal  of  performance  evaluation  was  to  pro- 
vide a  comprehensive  review  of  State  agency  programs  and  publish  the  results  of 
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these  reviews  in  a  Performance  Report  to  each  regular  session  of  the  Legislature. 
In  1993,  the  LBB's  requirement  to  evaluate  every  agency  each  biennium  was  re- 
moved by  the  Legislature.  Prior  to  1994,  this  function  was  carried  out  by  the  Pro- 
gram Evaluation  division  of  the  LBB.  Since  then,  evaluations  have  been  a  joint  ef- 
fort of  the  LBB  analyst  assigned  to  the  agency  under  review  and  the  Performance 
Audit  group. 

In  1973,  the  Legislature  also  directed  the  LBB  to  establish  a  system  of  fiscal  notes 
identifying  the  probable  costs  of  any  bill  or  resolution  which  would  authorize  or  re- 
quire the  expenditure  of  State  funds  for  any  purpose  other  than  those  provided  for 
in  the  General  Appropriations  Act.  Since  1977,  the  rules  of  both  the  House  and  the 
Senate  have  further  required  fiscal  notes  on  bills  that  would  have  statewide  impact 
on  units  of  local  government.  In  1987,  the  Legislature  began  requiring  that  a  crimi- 
nal justice  policy  impact  statement  also  be  included  in  fiscal  notes;  in  1990,  the  Leg- 
islature added  the  requirement  for  equalized  education  funding  impact  statements. 
In  1993,  the  Legislature  directed  the  LBB  to  provide  tax  equity  notes. 

The  State  constitution  contains  two  major  provisions  that  limit  total  State  appro- 
priations for  each  biennium.  Article  III,  Section  49a  (adopted  in  1943),  requires  that 
the  Comptroller  of  Public  Accounts  submit  to  the  governor  and  Legislature  an  item- 
ized estimate  of  revenue  that  will  be  available  for  expenditure  during  the  forthcom- 
ing biennium.  Appropriations  in  excess  of  anticipated  revenue  may  not  be  made  ex- 
cept by  a  four-fifths  vote  of  each  house.  This  provision  is  known  as  "the  pay-as-you- 
go  '  spending  limitation. 

In  1978,  Article  8,  Sec.  22  of  the  Texas  Constitution,  was  amended  by  what  was 
described  as  the  "Tax  Relief  Amendment."  Included  in  this  amendment  was  a  sec- 
tion limiting  the  growth  of  appropriations  from  certain  revenues  to  the  estimated 
rate  of  growth  of  the  State's  economy.  In  1979,  the  Legislature  made  the  LBB  re- 
sponsible for  determining  the  information  necessary  to  establish  this  constitutional 
limit  on  appropriations.  This  provision  is  known  as  the  limitation  on  growth  in  ap- 
propriations. 

Another  change  in  Budget  Board  responsibilities  came  in  1985,  when  voters 
adopted  a  constitutional  amendment.  Article  XVI,  Sec.  69,  authorizing  the  Legisla- 
ture to  require  prior  approval  of  the  expenditure  of  funds  by  an  agency  or  the  trans- 
fer of  appropriated  funds  beyond  current  authorization.  The  implementing  legisla- 
tion for  this  process,  referred  to  as  budget  execution  authority,  was  amended  in 
1991.  Between  legislative  sessions,  the  Governor  or  the  LBB  may  propose:  (1)  to  pro- 
hibit a  State  agency  from  spending  all  or  any  part  of  an  appropriation  made  to  the 
agency;  (2)  to  transfer  an  appropriation  to  another  State  agency;  or  (3)  to  change 
the  purpose  for  which  an  appropriation  was  made.  The  LBB  must  approve  and/or 
amend  a  Governor's  proposal,  or  the  Governor  must  approve  and/or  amend  an  LBB 
proposal. 

For  almost  20  years  (1973-1991),  budgeting  in  Texas  was  based  upon  the  concepts 
of  zero-base  budgeting.  In  1973,  the  Legislature  approved  a  House  concurrent  reso- 
lution calling  for  program  budgeting,  and  the  Senate  passed  a  simple  resolution  re- 
questing the  LBB  "to  study  the  concept  of  zero-base  budgeting  with  a  view  toward 
possibly  implementing  its  better  features  as  aids  in  the  budget-recommendation  and 
decision-making  process."  In  September  1973,  Governor  Dolph  Briscoe,  Speaker 
Price  Daniel,  and  the  LBB  approved  a  preliminary  design  for  the  implementation 
of  a  zero-base,  program  budgeting  system  beginning  in  the  1976-77  biennium. 

House  Bill  2009  (V.A.C.S.,  Article  6465-31),  enacted  in  1991,  required  each  Exec- 
utive Branch  State  agency  and  each  institution  of  higher  education  to  develop  a  6- 
year  strategic  planning  process.  Two  years  later  the  Legislature  amended  the  stat- 
ute to  shorten  the  planning  horizon  to  5  years.  The  Legislature  hoped  that  strategic 
planning  could  provide  statewide  direction  in  key  policy  areas  and  allow  moving 
away  from  crisis-driven  decision-making. 

Later  in  1991,  the  LBB  adopted  a  budget  reform  proposal  to  establish  a  perform- 
ance-based budgeting  system.  The  proposed  system  consisted  of  several  elements  in- 
cluding: 

•  establish  a  performance  and  achievement-based  budgeting  system 

•  strengthen  legislative  monitoring  of  budgets 

•  develop  standardized  unit  costs 

•  direct  the  State  Auditor  to  certify  performance  and  achievement 

•  streamline  the  budget  process 

•  base  appropriation  levels  on  outcomes 

In  response  to  budget  reform  proposals  and  the  strategic  planning  statutes,  the 
LBB  in  cooperation  with  the  Governor  adopted  a  strategic  planning  and  budgeting 
system  (SPB)  in  1992.  The  SPB  system  was  designed  to  integrate  the  strategic  plan- 
ning process  with  performance-based  budgeting.  The  system  was  structured  to  rec- 
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ognize  the  relationships  between  funding  and  performance,  between  accountability 
and  resource  allocation,  and  between  spending  and  results.  The  goal  of  SPB  was  to 
focus  on  the  quality  of  services  provided.  In  1993,  the  Legislature  took  another  step 
forward  and  included  agency  goals,  strategies,  and  performance  targets  with  each 
agency's  appropriation  in  the  1994—95  General  Appropriations  Act. 

In  1991,  the  Legislature  created  the  Medicaid  Analysis  and  Cost  Control  office 
(MACC)  as  part  of  the  LBB.  The  MACC  was  designated  to  seek  ways  that  Texas 
could  increase  Federal  receipts,  focusing  initially  on  the  Medicaid  program.  In  1993, 
the  Legislature  merged  the  staff  of  the  Legislative  Education  Board  and  the  staff 
of  the  Educational  Economic  Policy  Center  into  the  staff  of  the  LBB.  With  reorga- 
nization of  the  LBB  in  1994,  these  groups  became  the  Federal  Funds  Analysis  Team 
and  the  Public  Education  Team,  respectively. 

Texas  Legislative  Budget  Board  Members— July  1996 

Membership  of  the  board  is  provided  by  law:  Chairman — Lieutenant  Governor; 
Vice  Chairman — Speaker  of  the  House  of  Representatives;  Chairman — House  Appro- 
priations Committee;  Chairman — House  Committee  on  Ways  and  Means;  Chair- 
man— Senate  Finance  Committee;  Chairman — Senate  State  Affairs  Committee;  Two 
additional  members  of  the  Senate — Appointed  by  the  Lieutenant  Governor;  Two  ad- 
ditional members  of  the  House — Appointed  by  the  Speaker.  Services  to  the  Board 
are  provided  by  the  Legislative  Budget  Director  and  his  staff. 

The  10  member  board  provide  the  Texas  Legislature  with  a  recommendation  State 
budget  at  the  beginning  of  every  legislative  session,  its  authority  is  broad  and  its 
influence  on  spending  is  significant. 

The  Hon.  Bob  Bullock,  Chairman  The  Hon.  Tom  Craddick 

Lieutenant  Governor  State  Representative 

State  Capitol,  Room  2E.13  Chairman — Committee  on  Ways  and 

Austin,  Texas  78701  Means 

rru    u        T  ™      "T3  *^  "  T  „  ^T„                State  Capitol,  Room  1W.9 

Chairman                     Laney,  Vice               Austin,  Texas  78701 
Speaker  of  the  House 

House  of  Representatives  The  Hon.  Teel  Bivins 

State  Capitol,  Room  2W.13  State  Senator 

Austin,  Texas  78701  State  Capitol,  Room  3E.8 

The  Hon.  John  T.  Montford  A"^*^"'  ^e''^^  ^^^^l 
State  Senator 

Chairman — Senate  Finance  Committee        The  Hon.  Bill  Ratliff 

State  Capitol,  Room  IE.  12  State  Senator 

Austin,  Texas  78701  State  Capitol,  Room  IE. 3 

The  Hon.  Ken  Armbrister  ^"^tin,  Texas  78701 
State  Senator 

Chairman — Committee  on  State  Affairs        The  Hon.  Mark  Stiles 

State  Capitol,  Room  3R.10  State  Representative 

Austin,  Texas  78701  State  Capitol,  Room  GW.ll 

The  Hon.  Robert  (Rob)  Junell  ^"^t^"'  ^^^^^  ^^701 
State  Representative 

Chairman — Committee  on  The  Hon.  Christine  Hernandez 

Appropriations  State  Representative 

State  Capitol,  Room  E1.030  State  Capitol,  Room  El. 508 

Austin,  Texas  72701  Austin,  Texas  78701 

Senator  THOMPSON.  Thank  you  very  much.  Do  your  States  have 
a  constitutional  requirement  for  a  balanced  budget? 

Mr.  Keel.  Yes,  sir. 

Mr.  FiNAN.  Yes,  Mr.  Chairman. 

Senator  THOMPSON.  You  mentioned  some  parameters  there  that 
you  have  to  work  in,  Mr.  Keel,  that  I  think  are  very  important  for 
our  consideration  up  here.  You  both  have  sizable  States.  Obviously, 
there  are  some  lessons  not  directly  applicable  to  the  Federal  level, 
but  from  your  observation,  what  are  the  main  lessons  that  you 
think  we  can  derive  from  your  experiences?  On  the  other  hand, 
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what  is  it  that  you  feel  makes  the  two  levels  so  different  that  we 
should  necessarily  draw  conclusions  from? 

Mr.  FiNAN.  Mr.  Chairman,  I  think  probably  there  are  differences 
in  forecasting  on  a  national  level  than  perhaps  on  a  regional  level 
which  might  give  you  some  problem.  Back  in  the  1980's,  though, 
we  found  ourselves  with  several  budget  crises  and  to  some  extent 
it  was  because  we  had  not  adopted  and  put  in  place  the  tools  to 
be  able  to  do  those  kinds  of  things. 

So  instead  of  doing  regional  econometric  models,  we  went  to  a 
State  econometric  model,  spent  the  money  to  put  it  in  place,  really 
got  the  governor's  council  of  economic  advisers  who  meet  every 
other  month,  and  they  are  leaders  in  business  in  the  State,  to  give 
us  the  situations  of  what  is  going  on  around  the  State. 

So,  I  think  that  it  can  be  done  and  you  are  just  on  a  bigger  scale. 
As  a  matter  of  fact,  I  sort  of  heard  here  today  from  the  other  three 
Senators  that  in  some  areas,  such  as  defense,  you  have  already 
started  to  move  in  that  particular  direction.  I  think  it  really  does 
take  some  of  the  politics  out  of  the  situation  by  getting  it  out  of 
the  way  early,  not  having  it  always  on  the  front  burner  so  that  it 
creates  that  30-second  commercial  spot. 

Senator  THOMPSON.  Well,  I  think  that  is  a  very  important  point 
that  I  hadn't  really  thought  of  that  much.  The  other  one  I  hadn't 
really  thought  of  is  when  you  said  that  they  don't  bother  you  as 
much.  The  lobbying  activity,  I  suppose,  goes  down,  doesn't  it? 

Mr.  FiNAN.  They  all  take  their  vacations,  Senator. 

Senator  THOMPSON.  Of  course,  both  at  the  State  and  Federal 
level  we  have  fluctuating  revenues.  Certainly,  that  is  a  problem 
with  many  States,  I  guess,  whether  it  is  your  sales  tax  or  your  in- 
come tax.  Texas  does  not  have  an  income  tax,  does  it? 

Mr.  Keel.  That  is  correct,  Senator. 

Senator  THOMPSON.  But  Ohio  does? 

Mr.  FiNAN.  We  have  an  income  tax  and  a  sales  tax.  Those  are 
our  two  biggest  revenue  producers. 

Senator  THOMPSON.  I  wonder  if  you  can  draw  any  comparisons 
with  each  other  the  extent  to  which  you  are  able  to  predict  your 
revenues.  Obviously,  you  have  both  done  a  pretty  good  job  of  that. 

Mr.  Keel.  We  have  a  constitutional  requirement  that  the  appro- 
priations can  only  grow  at  the  same  level  of  the  economy.  Our  driv- 
ing revenue,  our  major  revenue  is  sales  tax.  It  reflects  the  economy. 
With  the  constitutional  restriction  and  just  the  experience  forecast- 
ing sales  tax,  we  have  been  fairly  successful  and  highly  accurate 
on  that  component. 

One  of  the  special  sessions  we  had  was  based  on  the  1985  to 
1986  oil  collapse  when  that  source  of  revenue  dramatically  left 
Texas.  No  one  could  have  forecasted  that,  the  dramatic  change,  but 
we  have  got  so  much  experience  with  sales  tax  since  1961  that  we 
have  been  fortunate  to  be  accurate. 

Mr.  FiNAN.  Mr.  Chairman,  relying  on  both  them  gives  you  a  little 
comfort  because  sometimes  the  income  tax  will  not  perform  quite 
right  and  maybe  the  sales  tax  will  do  a  little  bit  better,  or  vice 
versa,  from  that  standpoint.  But  we  do  have  a  provision  that  says 
that  when  revenues  over  a  3-  or  4-month  period  are  clearly  falling 
off  the  cliff,  our  governor  is  mandated  to  cut  spending  by  10  per- 
cent, and  that  is  across  the  board. 
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The  only  other  way  that  it  changes  is  if  the  general  assembly 
comes  in  and  says,  now,  wait  a  minute,  we  don't  want  you  to  cut 
education  10  percent,  cut  that  5  percent.  But  he  is  mandated  to  cut 
10  percent,  and  we  have  had  those  crises.  I  have  been  there  24 
years  and  I  have  seen  the  good  times  and  the  bad  times  and  I  have 
seen  those  crisis  situations.  I  have  seen  $500  million  deficits,  but 
the  general  assembly  steps  up  to  the  plate  and  the  governor  steps 
up  to  the  plate  and  gets  the  job  done. 

Senator  Thompson.  Now,  you  have  biennial  sessions  also,  don't 
you,  Mr.  Keel? 

Mr.  Keel.  Yes,  sir. 

Senator  Thompson.  Every  2  years,  whereas  yours  are  annual 


sessions? 

Mr.  FiNAN.  We  have  annual  sessions. 

Senator  THOMPSON.  It  is  kind  of  interesting  that  we  seem  to  be 
pretty  much  getting  good  results  from  a  mixture  of  approaches 
here.  Of  course,  we  are  looking  here,  I  suppose,  more  at  the  Ohio 
model  than  we  are  the  Texas  model,  but  I  have  at  least  put  on  the 
table  an  approach  like  the  Texas  model.  I  have  suggested  that  in 
the  out-year  we  require  ourselves  to  get  our  work  done  within  6 
months  and  then  go  home. 

What  has  been  your  experience,  Mr.  Keel — what  has  been  Texas' 
experience  by  really  going  away  from  the  trend  and  having  not  only 
a  biennial  budget,  but  biennial  sessions?  Do  you  find  that  you  have 
lost  in  terms  of  oversight?  Have  you  ceded  more  authority  to  the 
governor  than  you  had  planned  on,  or  how  has  that  worked? 

Mr.  Keel.  In  terms  of  the  oversight,  we  have  found,  particularly 
in  what  I  would  call  modern  government,  that  our  interim  commit- 
tee charges  between  sessions  are  very  specific  and  very  strong.  We 
monitor  agencies'  spending  patterns,  their  performance.  So  our  in- 
terim committees  have  allowed,  I  think,  for  stronger  legislative 
oversight — or  let  me  rephrase  that — for  a  strong  legislative  over- 
sight in  all  areas  of  government. 

We  have  been  in  a  position,  for  example,  in  our  regular  legisla- 
tive session  to  make  adjustments — because  we  are  in  the  second 
year  of  that  biennial  budget,  to  make  adjustments  in  that  budget 
that  are  necessary.  But  in  terms  of  the  governor,  the  strongest  pro- 
vision that  has  taken  place  was  in  1987  when  a  constitutional 
amendment  was  adopted  that  allowed  budget  execution  transfers 
by  the  governor  and  the  Budget  Board.  That  has  prevented  our 
Legislature  from  being  called  back  into  special  session,  I  believe. 

Senator  THOMPSON.  Yes. 

Mr.  Keel.  It  is  an  effective  tool.  They  only  want  to  use  it  in  a 
crisis. 

Senator  Thompson.  Right,  right.  Well,  that  is  another  difference 
at  the  Federal  and  State  level,  I  suppose,  too. 

Mr.  Finan,  has  the  out-year  or  the  second  year  in  the  process 
worked,  do  you  think,  the  way  that  it  was  planned?  Does  it  allow 
you  to  do  more  oversight  or  do  you  find  more  and  more  that  is 
being  taken  up  with  budgetary  considerations,  also? 

Mr.  Finan.  No,  Mr.  Chairman.  It  does  get  some  budgetary  con- 
siderations. For  example,  I  mean  not  so  much  oversight,  but  one 
of  the  things  that  we  started  in  January  in  our  State  and  are  now 
completing  is  tort  reform.  We  didn't  have  time  to  do  tort  reform 


45 

last  year,  but  this  year,  January  1,  that  was  the  goal,  was  to  get 
tort  reform  passed  in  the  house  and  the  senate.  We  have  got  it 
passed  in  both.  It  is  now  in  a  conference  committee  working  out  the 
differences,  but  during  the  budget  cycle  we  just  didn't  have  time  to 
do  tort  reform. 

Senator  Thompson.  Well,  good  for  you  on  that.  I  am  one  of  the 
so-called  conservatives  around  here  who  still  thinks  that  that  is  a 
State  responsibility  and  we  shouldn't  federalize  all  that,  so  more 
power  to  you. 

Mr.  FiNAN.  We  have  accepted  our  responsibility  in  the  situation. 
I  mean,  even  in  the  second  year  we  try  to  be  done  by  May  or  June 
and  get  out  of  there  for  the  summer  months.  We  had  one  session 
on  July  5  which  was  just  to  open  our  new  State  house,  our  ren- 
ovated State  house.  We  will  come  back  maybe  1  day  in  September 
and  a  couple  of  days  after  the  election,  and  that  will  be  it  really 
for  the  rest  of  the  year,  barring  some  catastrophe  that  comes  up 
in  the  situation. 

Senator  Thompson.  Do  you  find  that  a  legislative  body  pretty 
much  takes  up  all  the  time  that  is  allotted  to  it  and  it  has  to  dis- 
cipline itself  in  terms  of  how  much  time  it  is  going  to  take  to  get 
its  work  done?  I  don't  know  which  law  that  is,  but  you  take  up  the 
amount  of  time  that  is  allotted  to  you  to  get  whatever  job  done  you 
are  trying  to  get  done.  Do  you  find  that  to  be  the  case? 

Mr.  FiNAN.  Mr.  Chairman,  when  I  came  to  the  general  assembly 
there  was  no  schedule  of  when  we  met.  The  leadership  told  you  on 
Thursday  what  day  you  were  going  to  meet  the  next  week,  and  I 
always  abhorred  that  and  so  when  the 

Senator  Thompson.  It  sounds  familiar. 

Mr.  FiNAN.  When  my  party  gained  control  in  1980  in  the  Ohio 
Senate,  I  went  to  the  speaker,  who  at  that  time  was  Congressman 
Paul  Gilmore,  whom  you  know — he  was  then  the  president  of  the 
senate,  and  I  said,  Paul,  we  need  a  schedule.  He  says,  it  sounds 
fine,  Finan;  you  do  it.  So  I  put  together  a  6-month  schedule. 

Now,  we  would  just  drag  on  and  drag  on  and  drag  on,  but,  by 
golly,  we  got  our  work  done  in  those  first  6  months  and  got  out  of 
there  in  that  time  frame.  Now,  the  house  has  a  schedule.  Every- 
body loves  it,  the  lobbjdsts,  and  we  get  done  within  the  time  frame 
we  set  for  ourselves. 

Senator  Thompson.  Mr.  Keel,  do  you  have  any  insight  into  that? 

Mr.  Keel.  We  have  31  senators  in  our  senate  and  150  house 
members.  Partly  philosophy,  partly  time  demands — over  the  last 
couple  bienniums,  our  senate  has  kicked  their  budget  bill  out  pret- 
ty quick.  It  goes  to  conference  committee,  of  course.  The  house 
takes  a  little  longer.  They  have  more  members.  It  has  worked  well 
for  the  house  and  it  has  worked  well  for  the  senate. 

We  also  tackled  tort  reform  this  session  at  the  same  time  we 
kicked  out  an  appropriations  bill  out  of  conference  committee  in 
May.  One  of  our  advantages  by  passing  this  bill  in  May  is  that  our 
State  controller  makes  a  revised  revenue  estimate  and  has  2  or  3 
more  months  of  economic  data  to  give  to  the  members.  But  time 
has  been  a  major  issue  in  this  budget  process  and  the  house  and 
senate  work  within  their  rules  to  utilize  all  the  time  that  is  pos- 
sible and  free  up  the  Members  for  other  issues. 
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Senator  THOMPSON.  I  assume  you  would  agree — I  believe  Mr. 
Finan  made  the  point  that  it  would  be  a  major  benefit  to  the  States 
if  the  Federal  Government  would  go  in  the  biennial  direction.  As 
I  indicated  earlier,  I  believe  15  percent  of  the  entire  Federal  budget 
now  is  in  transfer  payments  of  one  kind  or  another.  I  take  it  you 
would  agree  that  for  planning  purposes  it  would  be  beneficial  to  the 
States  if  we  did  that. 

Mr.  Keel.  Yes,  Senator,  I  do.  I  agree  with  that. 

Senator  Thompson.  Well,  gentlemen,  I  won't  delay  you  any  more. 
You  have  been  very  patient  and  this  is  very  helpful.  The  state- 
ments will  be  made  part  of  the  record  for  consideration  for  the  en- 
tire Committee,  and  perhaps  next  year  we  can  continue  to  work  to- 
gether. 

Mr.  FiNAN.  Certainly.  I  appreciate  that,  Mr.  Chairman. 

Senator  Thompson.  Yes,  sir. 

Mr.  Keel.  My  grandfather  is  103,  in  Clarksville,  Tennessee.  He 
was  born  in  Stewart  County  in  1892. 

Senator  THOMPSON.  Is  that  right? 

Mr.  Keel.  Yes,  sir;  Smith  Keel. 

Senator  THOMPSON.  Smith  Keel.  Well,  I  am  glad  you  told  me 
that.  I  wouldn't  be  surprised  if  I  didn't  run  across  him. 

Mr.  Keel.  Thank  you.  Senator. 

Mr.  Finan.  Thank  you,  Mr.  Chairman. 

Senator  THOMPSON.  Thank  you;  good  to  see  you.  I  appreciate  it. 

We  are  going  to  call  our  final  panel  now,  if  they  are  still  with 
us,  Mr.  Moore  and  Mr.  Mann.  Thank  you,  gentlemen,  for  being  so 
patient.  Mr.  Mann,  I  will  call  on  you  first  for  any  statement  you 
have. 

TESTIMONY  OF  THOMAS  E.  MANN,  DIRECTOR  OF 
GOVERNMENTAL  STUDIES,  BROOKINGS  INSTITUTION 

Mr.  Mann.  Senator  Thompson,  thank  you  very  much.  I  suppose 
your  morning  schedule  is  a  good  illustration  of  the  chaotic  and  in- 
terrupted nature  of  the  legislative  process.  I  want  you  to  know  for 
the  first  time  in  my  life  I  was  booked  to  testify  before  the  House 
Rules  Committee  this  morning,  as  well  as  before  your  Subcommit- 
tee, and  so  your  delay  allowed  me  to  complete  my  testimony  over 
there.  So  I  thank  you  for  that. 

Senator  THOMPSON.  I  think  I  rest  my  case.  You  and  I  are  a  good 
example  of  what  we  are  about  here  today.  Today  is  a  typical  exam- 
ple of  Congressional  oversight. 

Mr.  Mann.  I  do  want  to  convey  to  you  one  sentiment  that  came 
from  the  House  Members,  both  on  the  Rules  Committee  and  those 
testifying,  and  that  was  there  is  a  sense  that  there  is  too  little  time 
for  Members  to  actually  be  together  on  an  uninterrupted  basis  to 
legislate — on  an  uninterrupted,  bipartisan  basis  to  legislate.  Sched- 
ules are  so  chaotic.  Members  feel  so  obliged  to  go  home  every  week. 

In  fact,  our  sessions  may  be  long,  but  the  reality  is  there  are  a 
whole  host  of  Members  who  are  anxious  to  get  out  of  here  as  soon 
as  the  last  vote  is  taken  and  they  spend  as  much  time  at  home  as 
they  do  in  Washington  and  they  never  get  to  know  their  colleagues, 
and  they  never  then  rise  to  the  challenge  that  James  Madison  gave 
to  Congress,  which  was  not  simply  to  reflect  popular  sentiment,  but 
to  refine  and  enlarge  the  public  views. 
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I  just  want  to  say  that  I  come  to  this  hearing  with  a  strong  behef 
that  Congress  has  a  role  not  just  to  be  a  part  of  a  plebiscitary  de- 
mocracy, to  reflect  what  the  folks  feel  viscerally  back  home,  but  to 
come  here  and  get  inside  the  issues  and  wrestle  with  them  in  ways 
that  they  can  make  informed  judgments  that  would  stand  for  those 
millions  of  Americans  who  frankly  don't  have  the  time  or  the  abil- 
ity to  learn  the  details  of  all  this  legislation. 

Senator  Thompson.  Are  you  actually  suggesting  that  the  world's 
greatest  deliberative  body  should  deliberate  on  occasion? 

Mr.  Mann.  It  is  shocking,  I  know.  Let  me  say,  also,  when  asked 
to  testify  my  first  reaction  was,  oh,  you  don't  want  me;  I  am  just 
going  to  be  another  one  of  these  naysayers.  I  have  been  in  Wash- 
ington a  long  time.  I  obviously  suffer  from  the  plague  of  inside-the- 
Beltwayism,  and  Senator  Thompson  is  just  going  to  say,  oh,  there 
they  go  again.  But  I  was  persuaded  that  whatever  I  had  to  say 
would  be  worthwhile,  so  here  I  am. 

What  I  want  to  tell  you  is  that  I  have  actually  invested  a  fair 
amount  of  my  adult  life,  professional  time,  thinking  about  the  Con- 
gress and  trjdng  to  improve  the  way  in  which  it  operates.  I  really 
believe  it  is  the  linchpin  of  our  democracy  and  we  ought  to  do  any- 
thing we  can  with  the  process  to  make  it  better. 

However,  I  have  to  tell  you  I  don't  think  biennial  budgeting  or 
cutting  their  pay  and  sending  them  home  is  the  way  to  proceed, 
and  I  see  as  part  of  my  mission  to  convince  thoughtful  new  Mem- 
bers of  the  Congress  that  maybe  their  initial  ideas  about  how  best 
to  fix  this  place  aren't  necessarily  the  best  ones  and  that  over  a  pe- 
riod of  time,  with  proper  deliberation,  you  might  come  to  change 
your  mind.  Alternatively,  in  the  face  of  fresh  blood  from  outside  the 
Beltway,  those  of  us  who  have  been  laboring  with  some  of  these  is- 
sues may  end  up  changing  our  minds. 

Senator  THOMPSON.  You  are  also  suggesting  that  we  actually  use 
hearings  in  order  to  get  information  from  which  to  make  up  our 
minds. 

Mr.  Mann.  It  is  again  shocking.  Senator  Thompson.  As  we  know, 
the  way  in  which  hearings  work,  there  is  almost  never  any  ex- 
change. We  have  set  statements  made  by  Members  of  the  Commit- 
tee. They  then  run  out  to  vote,  and  then  witnesses  read  testimony 
that  is  already  available  and  has  been  tead  by  those  Members  of 
the  Committee  who  have  some  interest  in  the  subject.  And  instead 
of  then  having  a  conversation,  they  drone  on  for  hours,  uninter- 
rupted. No  one  learns  anything  and  then  everyone  goes  home 
again. 

Senator  Thompson.  And  then  if  the  Members  are  still  around  for 
questions,  they  make  another  statement. 

Mr.  Mann.  Exactly.  As  part  of  our  Renewing  Congress  Project, 
we  suggested  substituting  seminar  formats  for  hearings,  actually. 
I  think  you  really  could  experiment  with  that  and  it  would  be  a 
much  better  use  of  our  time,  but  that  is  another  subject. 

Let  me,  first  of  all,  associate  myself  with  the  statements  that  I 
have  just  looked  at  of  Susan  Irving  of  GAO  and  James  Blum  of 
CBO.  I  really  think  they  summarized  well  the  arguments  about  bi- 
ennial budgeting.  I  would  simply  make  a  couple  of  points. 

I  understand  how  frustrating  it  is  for  you  and  your  colleagues  to 
see  everything  defined  in  budgetary  terms.  The  fiscalization  of  pol- 
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icy  debate  in  this  country  has  been  the  bane  of  the  last  15  years, 
and  I  am  with  you  in  trying  to  diminish  it,  to  look  at  issues  on 
their  merits  and  not  see  it  all  through  the  screen  of  fiscal  policy 
and  the  budget. 

But,  sadly,  the  syndrome  that  I  am  talking  about  is  not  a  result 
of  the  budget  process.  It  just  isn't.  It  is  a  result  of  budget  deficits 
and  the  lack  of  consensus  over  how  to  solve  those,  and  I  fear  that 
every  time  we  try  to  change  and  simplify  the  budget  process  to  re- 
duce or  diminish  this  fiscalization  of  policy  debate,  we  do  no  such 
thing. 

I  can  see  syndromes  developing  around  your  process  changes  in 
which  the  stakes  get  so  high  in  the  budget  year  that  the  pressures 
intensify,  the  time  increases  to  try  to  cope  with  all  these  pressures. 
Members  are  thinking,  oh,  my  God,  I  only  have  one  shot  instead 
of  two  during  this  2-year  period,  and  pressure  is  on  them  to  build 
more  into  that  process  to  protect  some  interests  that  won't  have  a 
cut  at  it  at  some  later  point. 

The  general  point  is  that  while  process  changes  can  make  a  dif- 
ference, any  changes  have  to  be  pursued  with  an  eye  toward  the 
underlying  fiscal  and  political  realities.  You  have  got  to  try  to  make 
them  consistent,  and  what  I  think  is  that  some  of  what  the  Con- 
gress has  done  in  recent  years  has  been  a  good  thing.  I  really  be- 
lieve having  PAYGO  rules  and  having  spending  caps  has  helped 
the  process.  Let's  face  it,  the  deficit  has  come  down  4  years  in  a 
row.  That  is  partly  just  a  healthy  economy,  but  it  is  also  the  ac- 
tions of  Congress.  Be  careful  about  changing  procedures  that  are 
actually  beginning  to  produce  some  results. 

The  second  thing  is  if  you  ask  me  what  the  budget  problem  of 
tomorrow  and  the  future  is,  it  has  relatively  little  to  do  with  bal- 
ancing the  budget  by  2002.  I  think  that  is  one  of  the  lowest  prior- 
ities as  a  country  we  should  have.  It  has  everything  to  do  with  cop- 
ing with  the  retirement  of  the  baby-boomers.  That  is  where  the  ac- 
tion is,  and  yet  I  see  nothing  in  the  biennial  budget  process  that 
would  really  assist  us,  and  that  is  where  your  energy  ought  to  be 
going  in  both  a  procedural  and  substantive  sense.  How  are  we 
going  to  grapple  with  this?  We  don't  need  clashing  ideologies  on  it. 
We  need  bipartisan,  pragmatic  efforts  to  figure  out  how  to  get  it 
done,  and  I  just  fear  that  the  biennial  budget  process  isn't  going 
to  do  anything  for  that. 

Now,  having  said  that,  if  you  want  to  move  in  this  direction,  I 
urge  you  to  move  incrementally.  We  already  have  multi-year  agree- 
ments on  deficit  reduction.  We  don't  do  reconciliation  every  year. 
Some  of  our  authorizations  are  multi-year.  Write  a  rule,  write  a 
law  saying  we  cannot  have  annual  authorizations;  they  have  to  be 
multi-year.  Let's  get  rid  of  doing  an  annual  defense  authorization 
and  appropriations  every  time.  That  would  be  a  constructive 
change  and  I  see  no  real  serious  downside  to  it. 

Second,  experiment  with  a  2-year  budget  resolution.  It  seems  to 
me  that  would  work.  You  would  have  your  reconciliation  changes. 
Taking  a  crack  at  the  deficit  every  2  years  seems  to  me  enough, 
but  within  that  you  could  still  have  an  annual  appropriations  proc- 
ess. If  you  removed  the  other  pressures,  it  wouldn't  burden  this 
body  terribly.  Congress  got  along  for  over  200  years  with  an  annual 
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appropriations  process  and  it  seems  to  me  that  is  the  kind  of  com- 
bination that  you  might  give  some  thought  to. 

The  second  and  final  area  has  to  do  with  your  efforts  to  begin 
to  give  legislative  language  to  the  Tennessee  proposal.  I  see  it  as 
a  proposal  emanating  from  your  State,  beginning  really  with  Sen- 
ator Baker  and  his  interest  in  citizens  legislators,  then  with  Gov- 
ernor Alexander  and,  of  course,  with  your  own  efforts  in  your  cam- 
paign for  the  Senate.  "Cut  their  pay  and  send  them  home"  is  a  very 
appealing  line,  but  for  a  host  of  reasons  I  think  it  doesn't  work  in 
the  context  of  what  you  are  trjdng  to  do  here;  that  is,  make  sure 
Congress  keeps  to  its  schedule  on  the  budget  process,  and  secondly 
that  it  adjourns  early  in  the  second  year  so  Members  can  spend  5 
months  home. 

I  mean,  part  of  the  problem  is  that  it  is  a  little  difficult  to  penal- 
ize individual  Members  who  aren't  independently  wealthy,  for 
whom  Congressional  pay  is  not  a  supplement,  but  is  a  primary  in- 
come, and  who  have  done  everything  within  their  power  as  individ- 
uals to  get  the  job  done  on  time.  But  more  generally.  Congress  is 
late  with  the  budget  process  not  because  of  sloth  and  irresponsibil- 
ity of  individual  Members,  but  because  of  the  extraordinary  pres- 
sures that  are  there,  the  lack  of  consensus  on  how  to  deal  with 
them,  and  I  just  fear  that  trying  to  legislate  in  this  fashion  would 
resonate  in  a  popular  political  sense,  but  wouldn't  really  get  the  job 
done. 

The  fact  is  if  we  want  to  have  Congress  in  session  less  over 
time — and  there  is  something  to  be  said  for  that — we  need  a  small- 
er government.  If  we  are  going  to  get  a  smaller  government,  you 
are  going  to  have  to  spend  more  time  here  legislating  it.  It  is  going 
to  be  hard.  It  is  not  going  to  happen  because  you  are  not  here.  It 
is  going  to  happen  because  you  are  here  building  the  coalitions  nec- 
essary to  make  changes  in  law  to  remove  the  Federal  Government 
from  certain  spheres  of  economic  and  social  activity.  Simply  going 
home  isn't  going  to  do  it  because  those  programs  are  on  the  books 
and  they  will  continue,  and  if  you  are  not  around,  then  they  will 
be  overseen  by  unelected  staff  members  and  employees  of  the  Exec- 
utive Branch. 

One  final  thought  occurred  to  me.  Since  pay  was  not  working 
well  as  a  form  of  leverage  in  my  mind,  I  thought,  do  you  know  how 
to  transform  this  place?  Forbid  any  campaign  fund-raising  while 
Congress  is  in  session.  Now,  think  about  that.  You  don't  have  to 
say  when  they  have  to  adjourn.  You  just  have  to  say  you  can't  raise 
any  money  at  all  while  Congress  is  in  session.  Suddenly,  you  build 
a  countervailing  pressure  for  shorter  sessions  of  Congress  and  your 
problem  may  be  taken  care  of. 

Thank  you. 

Senator  THOMPSON.  That  is  a  fascinating  idea. 

[The  prepared  statement  of  Mr.  Mann  follows:] 

PREPARED  STATEMENT  OF  MR.  MANN 

Thank  you  for  inviting  me  to  testify  before  your  Subcommittee  this  morning  to 
offer  my  views  on  S.  1434,  the  "Biennial  Budgeting  Act  of  1995,"  as  well  as  Senator 
Thompson's  draft  legislation  to  reform  the  budget  and  oversight  processes  of  the 
Congress. 

I  admire  your  efforts  to  seek  changes  in  the  budget  process  and  in  the  broader 
legislative  process  that  would  improve  the  efficiency,  timeliness,  and  productivity  of 
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Congress.  As  codirector  of  the  Renewing  Congress  Project  and  as  a  student  of  Con- 
gress for  many  years  at  the  Brookings  Institution,  I  have  invested  a  good  deal  of 
time  seeking  improvements  in  the  legislative  process.  But  I  would  be  less  than  can- 
did if  I  failed  to  convey  my  disappointment  with  the  major  proposals  under  consider- 
ation by  this  committee.  While  there  is  understandable  sentiment  in  both  the  legis- 
lative and  Executive  Branches  for  trying  to  reduce  the  time  and  energy  expended 
on  budgetary  decisions,  a  biennial  budgeting  process  is  unlikely  to  produce  the  de- 
sired benefits  at  acceptable  costs.  Similarly,  while  the  slogan  "cut  their  pay  and 
send  them  home"  may  have  broad  popular  appeal,  proposals  that  link  Congressional 
pay  to  the  timely  completion  of  the  budget  and  that  mandate  shorter  Congressional 
sessions  are,  I  believe,  based  on  faulty  diagnoses  of  the  underlying  problems. 

The  fiscalization  of  policy  debate  has  been  a  prominent  feature  of  our  national  pol- 
itics since  the  late  1970's.  Substantive  debates  are  regularly  transformed  into  budg- 
etary debates;  conflict  and  delay  are  the  norm.  The  natural  temptation  is  to  blame 
this  syndrome  on  the  budget  process:  budget  issues  overwhelm  the  system  because 
of  cumbersome,  duplicative,  time-consuming  procedures  in  both  the  Executive 
Branch  and  Congress. 

I  believe  this  diagnosis  is  wrong.  Budget  deficits,  and  the  lack  of  consensus  among 
politicians  and  the  public  on  how  to  deal  with  them,  are  largely  responsible  for  the 
institutional  pathologies  identified  at  both  ends  of  Pennsylvania  Avenue.  There  is 
no  guarantee  that  simplifying  the  process  will  produce  the  desired  effects  if  large 
budget  deficits  remain  a  prominent  feature  of  our  public  finance.  It  is  worth  noting 
here  that  some  of  the  States  operating  with  biennial  budgeting  have  seen  fiscal 
stress  force  them  into  large-scale  budgeting  exercises  in  what  are  intended  to  be  off 
years. 

This  is  not  to  say  that  process  changes  are  irrelevant.  But  it  is  crucial  that  re- 
forms be  crafted  with  an  eye  toward  the  underlying  fiscal  realities  and  the  politics 
produced  by  those  fiscal  realities.  It  may  well  be  worth  trying  to  adopt  process 
changes  that  reinforce  and  complement  such  constructive  features  of  the  present 
system  as  multi-year  deficit  reduction  agreements  between  the  president  and  Con- 
gress as  well  as  the  caps  on  discretionary  spending  and  the  pay-as-you-go  (PAYGO) 
rules  governing  mandatory  spending  and  taxes.  Success  in  recent  years  in  bringing 
the  deficit  down  to  more  manageable  dimensions,  however,  cautions  against  whole- 
sale process  changes  whose  consequences  can't  be  reasonably  forecast.  And  since  the 
major  fiscal  pressure  in  the  years  ahead,  especially  once  the  baby  boomers  begin  re- 
tiring, is  from  mandatory  programs  not  controlled  by  the  annual  appropriations 
process,  a  shift  to  biennial  budgeting  will  do  nothing  to  encourage  an  early  and 
thoughtful  consideration  of  adjustments  needed  in  our  social  insurance  programs. 

The  case  for  biennial  budgeting  is  familiar  and,  at  first  blush,  compelling.  Com- 
pared with  the  present  system  driven  by  annual  budget  resolutions,  appropriations, 
and  (oftentimes)  authorizations,  a  comprehensive  biennial  cycle  is  seen  as  encourag- 
ing long-term  planning  and  evaluation  over  incremental  budgeting,  promoting  great- 
er predictability  and  efficiency  in  Federal  programs,  eliminating  excessive  duplica- 
tion and  delay  in  Congressional  decision  making,  ensuring  more  vigorous  Congres- 
sional oversight  of  Federal  programs,  reducing  the  enormous  amount  of  busy  work 
associated  with  the  preparation  of  annual  budgets  in  the  Executive  Branch,  and  dis- 
couraging Congressional  micromanagement  through  line  items,  earmarks,  and  other 
restrictions  in  appropriations  bills. 

Each  of  these  objectives  has  merit,  but  as  countless  hearings  and  reports  over  the 
last  15  years  have  made  clear,  there  is  no  reason  to  believe  that  they  would  be  by- 
products of  biennial  budgeting.  Indeed,  most  careful  students  of  budgeting  have  con- 
cluded that  a  switch  to  a  biennial  cycle  is  unlikely  by  itself  to  reduce  either  the 
workload  or  the  deficit  or  to  increase  the  quantity  and  quality  of  Congressional  over- 
sight. For  example,  fiscal  pressure  and  forecasting  errors,  to  say  nothing  of  the  polit- 
ical and  policy  interests  of  Members  of  Congress,  could  easily  transform  mid-cycle 
adjustments  through  supplemental  appropriations  into  major  budgeting  exercises. 
By  raising  the  stakes  for  Members  in  the  first  year,  a  2-year  cycle  could  boost  the 
amount  of  time  spent  and  controversy  engendered,  making  the  timely  completion  of 
budget  legislation  even  less  likely.  And  the  loss  of  annual  appropriation  controls 
might  well  intensify  pressure  for  Congressional  micromanagement  rather  than  re- 
place it  with  careful  evaluation. 

It  is  important  to  distinguish  between  the  appropriations  process,  which  every  in- 
dustrial democracy  in  the  world  continues  to  operate  on  an  annual  cycle,  from  other 
features  of  the  budget  process.  As  my  colleague  Allen  Schick,  one  of  the  leading  au- 
thorities on  the  budget  process,  has  noted,  other  countries  have  experimented  suc- 
cessfully with  interyear  flexibility  and  multi-year  arrangements  in  which  agencies 
are  given  discretion  to  carry  funds  over  from  1  year  to  the  next  or  funds  sufficient 
to  operate  for  several  years.  In  the  United  States  many  funds  appropriated  in  1  year 
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are  available  for  obligation  beyond  the  budget  year.  And  with  most  of  the  budget 
exempt  from  the  annual  appropriations  process  and  the  rest  constrained  by  multi- 
year  spending  caps,  it  is  clear  that  an  annual  budget  cycle  is  something  of  a  myth. 

Some  changes  in  the  process  strike  me  as  reasonable.  For  example,  Congress 
might  insist  that  all  authorizing  legislation  extend  beyond  a  single  year.  In  addition, 
the  budget  resolution  could  be  shifted  to  a  2-year  cycle,  with  basic  fiscal  policy 
guidelines  set  only  once  per  Congress,  it  its  first  year.  Biennial  budget  resolutions 
and  reconciliation  fit  nicely  with  the  discretionary  spending  caps  and  PAYGO  provi- 
sions that  were  a  part  of  recent  budget  packages.  Taking  a  serious  run  at  deficit 
reduction  every  2  years  seems  sufficient.  I  am  not  poUyanish  about  the  likely  impact 
of  these  changes.  Setting  economic  projections  33  months  instead  of  21  months  out 
will  necessitate  frequent  adjustments  in  the  numbers,  adding  to  the  temptation  to 
manipulate  them  for  partisan  or  ideological  purposes.  But  on  balance,  it  would  cre- 
ate the  possibility  at  least  of  better  time  allocation. 

The  case  for  shifting  the  appropriations  process  to  a  biennial  cycle  is  substantially 
weaker.  I  believe  that  it  is  desirable  to  retain  an  annual  capacity  to  fine  tune  gov- 
ernment policy  in  response  to  changing  circumstances,  mistakes  in  writing  laws, 
and  agency  failure  to  carry  out  legislative  intent.  In  reality  most  appropriations  ac- 
counts are  not  thoroughly  reviewed  very  year;  those  programs  that  are  technically 
predictable  and  politically  stable  receive  de  facto  multi-year  funding.  It  is  not  obvi- 
ous that  formalizing  this  pattern  would  provide  any  value-added  for  long-term  plan- 
ning in  the  agencies.  But  retaining  the  capacity  to  deal  with  problems  and  to  pro- 
vide a  guaranteed  minimum  amount  of  oversight  through  the  annual  appropriations 
process  is  worthwhile.  As  the  same  time,  greater  flexibility  in  management  could 
be  achieved  through  roll  over  authority  and  experiments  in  performance  budgeting. 

I  am  even  less  taken  by  proposals  to  dock  members'  pay  when  the  budget  process 
is  not  completed  on  a  timely  basis  and  to  mandate  shorter  Congressional  sessions 
in  the  second  year  of  a  biennial  budget  cycle,  with  members'  pay  suspended  if  Con- 
gress fails  to  adjourn  as  required.  These  proposals  are  undoubtedly  crowd  pleasers, 
but  would  they  improve  the  content  and  process  of  budget  policy?  The  first  proposal 
is  based  on  the  assumption  that  delays  in  completing  the  budget  cycle  result  from 
the  sloth  and  irresponsibility  of  individual  members,  the  second  on  the  assumption 
that  policy  making  (read  expansion  of  government)  expands  to  fill  the  time  in  ses- 
sion available.  I  think  both  assumptions  are  flat  out  wrong  and  that  the  proposals, 
if  enacted,  would  do  more  harm  than  good.  They  would  reward  wealthy  Members 
for  whom  Congressional  pay  is  merely  a  supplement  to  their  annual  income  while 
reinforcing  the  myth  that  the  government  overspends  because  Members  of  Congress 
out  of  touch  with  ordinary  Americans  are  corrupted  by  the  evil  ways  of  Washington. 
Delays  in  the  budget  process  reflect  public  dissensus  over  how  to  cope  with  deficits; 
they  can't  be  avoided  without  dealing  with  the  underlying  sources  of  stress.  We  have 
a  full-time,  year-round  Congress  because  we  have  a  large,  complex  Federal  Govern- 
ment. If  a  smaller  government  is  desired,  it  will  take  long,  hard  work  by  Members 
of  Congress,  building  public  support,  and  writing  new  law  to  achieve  it.  Cutting 
their  pay  and  sending  them  home  is  no  substitute. 

In  sum,  I  support  a  biennial  budget  resolution  and  multi-year  authorizations  com- 
bined with  annual  appropriations  bills.  But  I  do  so  fully  recognizing  that  these  and 
other  changes  in  the  process  are  no  panacea  and  that  the  difficult  problems  of  budg- 
eting will  remain  with  us  for  the  foreseeable  future. 

Senator  THOMPSON.  Mr.  Moore. 

TESTIMONY  OF  STEPHEN  MOORE,  DIRECTOR  OF  FISCAL 
POLICY  STUDIES,  CATO  INSTITUTE 

Mr.  Moore.  Thank  you,  Senator  Thompson.  First  of  all,  although 
I  disagree  with  some  of  the  things  that  Tom  Mann  said,  I  like  that 
last  idea  a  lot,  too,  so  I  want  to  add  my  kudos  to  that. 

First  of  all,  I  want  to  say  that  I  am  very  enthusiastic  about  the 
legislation  that  you  have  proposed,  Senator  Thompson.  I  think  that 
this  is  a  small  part  of  what  we  need  to  do  to  change  the  culture 
of  spending  in  this  town.  I  have  been,  I  think,  as  you  know,  as  well 
as  many  of  my  colleagues,  a  very  big  fan  of  the  idea  of  cutting  Con- 
gress' pay  and  sending  them  home  and  moving  toward  more  of  a 
citizen  Legislature,  making  this  a  part-time  institution. 
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I  am  not  convinced  that  moving  more  toward  a  plebiscitary  de- 
mocracy might  not  be  such  a  bad  thing.  I  have  spent  10  years  in 
this  town,  Senator,  and  the  more  time  I  spend  here  and  the  more 
time  I  spend  on  the  road,  I  mean  I  think  that  this  legislative  body 
lacks  a  lot  of  common  sense  that  exists  and  is  embedded  in  the 
American  people.  A  lot  of  the  kinds  of  reforms  that  we  should  have 
done  a  long  time  ago,  from  a  balanced  budget  amendment  to  term 
limits  to  fixing  our  tax  system — these  are  common-sense  types  of 
things  and  it  is  a  mystery  to  me  why  we  can't  seem  to  make  these 
kinds  of  changes. 

I  am  a  populist.  I  believe  that  the  mailmen  and  the  truck  drivers 
and  the  construction  workers,  and  so  forth,  in  your  State  and 
across  the  country  have  a  lot  of  common  sense  and  maybe  we  ought 
to  defer  more  decisionmaking  over  to  them. 

Let  me  start  by  saying  that  I  think  we  definitely  need  a  new 
Budget  Act.  I  would  disagree  with  a  lot  of  the  previous  panelists 
who  have  basically  been  making  the  case  that,  well,  the  problem 
we  have  is  that  we  just  have  this  kind  of  partisan  spat  over  the 
budget  and  if  we  could  just  get  everybody  to  agree,  everything 
would  be  just  fine.  I  think  it  goes  beyond  that. 

I  am  a  big  believer  that  process  leads  to  substance  and  that  if 
we  change  the  process  in  a  way  that — I  firmly  believe.  Senator, 
that  we  have  a  pro-spending  bias  in  our  budget  process;  that  is,  the 
forces  for  more  spending  have  an  advantage  in  this  town  over  the 
forces  that  want  budget  restraint.  I  think  there  is  some  evidence 
that  when  we  have  changed  the  budget  process,  we  can  make  a  dif- 
ference. 

Now,  I  did  a  little  analysis  to  prepare  for  this  hearing  where  I 
looked  at — back  in  1974  was  the  last  time  we  had  a  major  overhaul 
in  our  budget  process,  and  this  was  supposed  to  lead  to  less  deficits 
and  it  was  supposed  to  lead  to  more  spending  discipline,  and  so 
forth.  If  you  look  at  the  30-year  period  before  we  passed  the  1974 
Budget  Act,  we  ran  annual  budget  deficits — this  is  in  constant  dol- 
lars— of  about  $30  billion  a  year,  and  that  was  about  1  percent  of 
GDP.  That  is  the  20  years  before  the  1974  Act. 

In  the  22  years  since  the  1974  Budget  Act,  we  have  run  budget 
deficits  3.5  times  that  large,  or  3.5  percent  of  GDP  and  about  $180 
billion  in  real  terms.  So  I  think  it  is  hard  to  make  the  case  that 
the  1974  Budget  Act  has  accomplished  what  it  set  out  to  do. 

I  think  we  need  to  make  some  substantial  changes.  I  would  like 
to  see  us  go  back  to  a  kind  of  Gramm-Rudman  type  of  formula 
where  if  deficit  targets  are  not  reached  in  a  timely  fashion  that  we 
have  automatic  across-the-board  spending  cuts.  In  fact,  I  think 
Gramm-Rudman  was  a  good  example  of  how  sometimes  budget 
process  changes  can  work.  In  fact,  that  period  when  we  had 
Gramm-Rudman  in  effect  from  about  1986  to  1989  was  one  of  the 
few  periods  in  the  last  20  years  where  we  actually  did  see  that  defi- 
cit come  down. 

Similarly,  I  would  like  to  see  a  super-majority  vote  to  raise  taxes. 
I  think  that  would  have  a  substantial  disciplining  effect  on  Con- 
gress. I  think  we  need  to  move  toward  dynamic  scoring  of  how  we 
do  our  tax  estimates.  I  think  that  would  lead  to  much  better  policy 
results.  I  don't  think  that  if  we  had  had  dynamic  scoring  we  ever 
would  have  raised  the  capital  gains  tax.  In  fact,  we  have  lost  reve- 
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nue  from  raising  the  capital  gains  tax  to  28  percent,  so  there  have 
been  no  winners  from  that. 

I  would  like  to  see  us  move  away  from  the  baseline  budgeting 
that  we  use  in  this  town.  I  think  that  leads  to,  again,  a  sort  of  pro- 
spending  bias,  and  we  saw  that  last  year  when  we  saw  news  re- 
ports about  how  Republicans  were  cutting  the  school  lunch  pro- 
gram, even  though  expenditures  were  going  up  by  4.5  percent  per 
year. 

Something  that  Senator  Domenici  said  earlier  I  agree  with,  too. 
We  ought  to  have  a  statute  of  limitations  on  spending  programs. 
We  wouldn't  have  a  Rural  Electrification  Administration  today  and 
many  of  the  programs  that  were  started  in  the  New  Deal  era  if  we 
had  had  a  statute  of  limitations  on  these.  So,  yes,  I  think  we  need 
a  brand  new  Budget  Act.  I  think  we  need  to  start  all  over  again. 

But  my  second  major  point  is,  I  think,  that  biennial  budgeting 
is  something  that  we  ought  to  try  as  a  component  of  that.  I  don't 
think  we  should  oversell  the  case  for  biennial  budgeting.  I  think, 
at  the  margin,  it  would  be  an  improvement  over  what  we  do  now, 
and  the  reason  I  think  it  would  be  an  improvement  is  because  ev- 
eryone has  been  talking  about  these  multi-year  budget  deals  that 
we  have  had  and  people  have  been  sajdng,  well,  we  don't  really 
need  biennial  budgeting  because  we  have  put  in  force  these  4-  or 
5-year  budget  deals. 

Senator  I  have  been  in  this  town  since  1982.  If  we  followed  these 
multi-year  budget  deals,  we  would  have  balanced  the  budget  10 
times  by  now.  We  always  promise  great  restraint  in  the  out-years, 
and  I  think  it  may  have  been  Senator  Domenici  who  made  the 
statement  once  that  I  never  lived  in  an  out-year,  and  that  is,  of 
course,  the  way  the  Senate  works.  We  make  grandiose  promises 
about  how  we  are  going  to  cut  the  budget  in  the  future. 

By  the  way,  I  fault  the  Republican  Congress  for  the  budget  deal 
that  was  done  last  year.  Most  of  the  promises  that  we  made  to  cut 
spending  were  we  are  going  to  cut  spending  in  2000,  2001  and 
2002.  The  President  was  even  worse  in  that  regard.  But  interest- 
ingly enough,  look  at  what  has  happened  already  in  the  first  year 
of  the  7-year  budget  that  you  passed  last  year.  Already,  we  are  see- 
ing in  the  second  year  slippage  from  that.  There  was  an  article  in 
the  Washington  Post  you  may  have  seen  a  couple  of  days  ago,  front 
page,  about  how  a  lot  of  Members  of  Congress,  even  Republicans, 
are  sa3dng  maybe  we  ought  to  add  some  spending  back  in. 

One  of  the  virtues,  by  the  way,  of  a  biennial  budget  is  that  if  we 
do  it  in  the  way  that  you  envision  in  your  bill  where  we  pass  the 
budget  in  the  non-election  year  for  2  years,  I  think  you  are  going 
to  see  significantly  more  savings  because  Congress  has  a  lot  more 
courage  to  cut  spending  in  non-election  years  than  they  do  in  elec- 
tion years.  That  is  precisely  why  we  are  seeing  a  lot  of  Members 
saying,  oh,  maybe  we  ought  to  add  more  spending  back  in  for  the 
National  Endowment  for  the  Arts  or  other  programs  that  probably 
don't  need  that. 

Now,  the  question  is  how  do  we  enforce  that?  In  other  words,  if 
we  pass  these  biennial  budgets,  how  do  we  prevent  Congress  from 
just  saying  in  the  second  year,  well,  we  will  just  pass  a  supple- 
mental appropriation  bill  to  put  more  spending  in?  One  change 
that  I  might  recommend  to  your  bill  is  I  believe  we  ought  to  have 
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a  super-majority  requirement  to  pass  a  supplemental  so  that,  in  a 
sense,  the  burden  is  on  those  who  are  making  the  increased  de- 
mands for  spending. 

In  that  case,  if  it  were  a  true  emergency,  if  there  was  a  flood  or 
a  hurricane  or  we  needed  supplemental  appropriations  for  some 
emergency  purposes,  we  would  certainly  have  the  super-majorities 
in  the  Senate  and  the  House  to  pass  those  appropriations.  But  if 
it  were  simply  more  pork  barrel  spending,  it  would  be  much  more 
difficult  for  Congress  to  get  those  additional  funds. 

The  last  point  that  I  will  make,  though,  is  that  I  am  not  a  fan 
of  the  biennial  budget  because  of  the  idea  that  this  will  free  up 
more  of  Congress'  time  so  they  can  do  more  legislating.  In  fact,  if 
that  was  the  sum  purpose  of  passing  a  biennial  budget,  then  I 
would  be  against  biennial  budgeting.  I  believe  that  idle  hands  are 
the  devil's  workshop,  and  that  is  especially  the  case  here  in  Con- 
gress. 

I  would  be  very  worried  about  the  idea  of  Congress  meddling  into 
new  areas  if  it  didn't  spend  so  much  time  budgeting,  which  is  why 
I  would  only  favor  the  biennial  budget  process  if  we  have  the  other 
provision  of  your  bill  which  basically  says  send  them  home.  I  don't 
want  them  spending  more  time  here  meddling.  I  want  people  like 
yourself,  Senator,  back  in  Tennessee,  and  so  I  think  that  that  is  a 
critical  feature  of  your  bill  and  that,  to  me,  is  one  of  the  most  at- 
tractive features  that  July  1  of  the  second  year — good-bye. 

One  fmal  point  about  changing  the  culture  of  spending.  I  have 
done  a  lot  of  work  looking  at  various  State  Legislatures  and  why 
do  we  get  different  fiscal  outcomes  in  one  State  Legislature  from 
another,  and  I  thought  I  would  just  end  my  testimony  by  just  tell- 
ing you  a  little  story  about  how  two  Northeastern  States  work  that 
are  neighboring  States,  New  Hampshire  and  Massachusetts. 

New  Hampshire  is  a  very  interesting  situation.  New  Hampshire 
truly  has  a  citizens  legislature.  They  have  a  very  large  Legislature, 
the  largest  Legislature  in  the  United  States,  over  400  members, 
and  it  is  a  very  small,  unpopulated  State.  They  do  not  have  a  sal- 
ary; they  do  not  pay  their  members  of  the  Legislature  a  salary. 
They  pay  them  a  per  diem.  They  get  $100  a  day  that  they  are  in 
session.  The  members  of  the  New  Hampshire  Legislature  do  not 
have  offices;  they  have  lockers. 

This,  by  the  way,  is  in  contra-distinction  from  Massachusetts 
where,  in  Massachusetts,  they  pay  their  legislators  over  $50,000  a 
year.  They  have  nice,  plush  offices.  The  New  Hampshire  Legisla- 
ture is  in  session  only  half  as  much  time  as  the  Massachusetts  Leg- 
islature is.  If  it  were  true  that  high  pay  and  plush  offices  and 
things  of  that  nature,  and  being  in  session  a  long  time,  led  to  bet- 
ter laws,  then  you  would  expect  Massachusetts  to  be  a  better-run 
State  than  New  Hampshire  is. 

But  if  you  look  at  various  measures  of  these  two  States,  New 
Hampshire  is  the  lowest  taxed  State  in  the  Nation  and  Massachu- 
setts is  the  third  highest  in  those  regards.  Interestingly  enough,  if 
you  look  at  the  composition  of  the  New  Hampshire  Legislature, 
what  you  find  is  that  I  don't  think  you  need  to  pay  people  a  lot  of 
money  to  get  quality  people  to  come  to  the  Legislature. 

If  you  look  at  the  composition  of  the  Legislature  in  New  Hamp- 
shire, who  are  they?  About  half  of  the  people  have  real  jobs.  They 
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are  people  who  are  bus  drivers  and  school  teachers,  a  lot  of  small 
business  owners,  a  lot  of  teachers,  a  lot  of  retirees  who  now  basi- 
cally have  a  lot  of  time  on  their  hands  and  have  now  gone  to  the 
Legislature. 

Interestingly  enough,  when  you  ask  people  in  polls — there  have 
been  polls  of  the  New  Hampshire  versus  the  Massachusetts  Legis- 
lature, and  when  you  ask  people  in  the  New  Hampshire  Legisla- 
ture, what  is  your  profession,  they  say,  oh,  I  am  a  school  teacher 
or  I  am  a  bus  driver.  They  don't  say,  I  work  for  the  Legislature. 
When  you  ask  people  in  the  Massachusetts  Legislature,  what  is 
your  profession,  they  say,  I  am  a  legislator.  A  very  different  cul- 
ture, I  think,  and  I  think  we  might  be  doing  quite  a  bit  better  if 
we  moved  toward  the  culture  of  New  Hampshire. 

[The  prepared  statement  of  Mr.  Moore  follows:] 

PREPARED  STATEMENT  OF  MR.  MOORE 

Thank  you  for  the  opportunity  to  testify  before  the  Government  Affairs  Committee 
to  discuss  the  imperative  for  budget  process  reform,  including  the  adoption  of  a  bi- 
ennial budget. 

I  fully  support  the  concept  of  moving  to  2-year  budgeting  in  Congress.  The  evi- 
dence suggests  that  biennial  budgeting  would  modestly  improve  the  efficiency  of 
how  Congress  spends  the  taxpayers'  money  and  thus  contribute  at  the  margin  to 
the  critical  goal  of  achieving  a  balanced  budget.  Perhaps  the  more  valuable  contribu- 
tion of  the  specific  biennial  budget  proposal  sponsored  by  Senator  Thompson  is  that 
Congress  could  substantially  reduce  the  amount  of  time  it  spends  in  session. 

Shortening  the  legislative  calendar  would  help  foster  a  change  in  the  culture  of 
governmental  activism  in  Congress.  We  need  to  return  to  the  original  concept  of 
Congress  envisioned  by.  our  founding  fathers  of  a  part-time  citizen's  legislature, 
where  serving  in  Washington  was  viewed  as  a  short-term  stint  of  public  service,  not 
a  full-time  career. 

The  case  for  a  biennial  budget,  must  begin  with  a  discussion  of  the  urgent  need 
for  an  overhaul  of  our  chaotic  Congressional  budget  process.  It  is  my  conclusion  that 
the  process  by  which  we  make  fiscal  decisions  in  Washington — the  rules  of  the 
game — can  substantially  determine  budget  outcomes.  A  fundamental  imbalance  ex- 
ists in  the  current  rules.  For  more  than  20  years,  forces  that  favor  more  spending 
have  consistently  prevailed  over  forces  that  favor  fiscal  restraint. 

Last  year  I  authored  a  book  entitled:  Government:  America's  Number  1  Growth 
Industry.  Regrettably,  that  is  exactly  what  the  Federal  enterprise  has  become — our 
fastest  growing  industry.  I  attach  for  the  record  a  chapter  of  that  book  on  the  com- 
plete loss  of  control  of  Federal  spending  in  recent  decades. ^ 

How  can  we  repair  the  damage  and  end  to  the  pro-spending  bias  in  our  budget 
rules?  A  top  priority  for  this  Congress  should  be  the  enactment  of  a  new  budget  act. 
The  1974  Budget  Reform  and  Impoundment  Control  Act  is  a  failure.  One  of  the  pur- 
poses of  the  1974  Budget  Act  was  to  eliminate  deficit  spending.  But  here  is  the  ac- 
tual legacy  of  that  legislation:  In  the  20  years  prior  to  the  Budget  Act,  the  budget 
deficit  averaged  just  1  percent  of  GDP  and  $30  billion  in  1994  dollars.  In  the  20 
years  since  the  enactment  of  the  1974  Act,  the  average  budget  deficit  has  been  $170 
billion  per  year,  and  3.5  percent  of  GDP.  We  have  accumulated  more  than  $4  trillion 
of  debt  since  1976.  By  any  objective  standard,  the  budget  process  has  not  worked 
better  under  the  1974  act — it  has  worked  much  worse. 

The  1974  Budget  Act  cannot  be  fixed.  Tinkering  won't  do  the  job.  The  104th  Con- 
gress ought  to  drive  a  stake  through  the  heart  of  the  current  system  and  start  over. 

What  should  be  the  key  components  of  a  new  budget  act?  They  are  well  known 
to  the  Members  of  this  Committee  so  I  will  not  long  dwell  on  them,  but  merely 
present  a  list. 

(1)  A  Constitutional  Amendment  Outlawing  Deficit  Spending 

Deficit  spending  is  an  unconscionable  form  of  fiscal  child  abuse.  The  destruction 
of  our  Nation's  once  firmly  held  moral  rule  against  deficit  spending  requires  us  to 
amend  out  Constitution  and  command  Congress  to  do  what  it  used  to  feel  honor- 
bound  to  do — that  is,  balance  the  budget. 


'  The  information  referred  to  appears  on  page  90. 
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(2)  An  Enforceable  Legislative  Balanced  Budget  Requirement 

Don't  wait  for  a  balanced  budget  amendment.  Act  now.  The  most  urgent  reform 
for  this  Congress  is  to  pass  a  legislative  balanced  budget  law  that  enforces  the  defi- 
cit targets  established  in  the  House  Budget  Resolution.  What  I  have  in  mind  is  a 
new  Gramm-Rudman  formula  that  establishes  iron-clad  enforceable  deficit  targets 
through  automatic  spending  cuts.  We  are,  regrettably  already  seeing  the  GOP  Con- 
gress retreat  from  the  historic  balanced  budget  path  enacted  last  year,  because  the 
commitment  lacks  enforcement. 

It  is  instructive  to  note  that  government  spending  in  the  5  years  prior  to  the 
Gramm-Rudman  law  grew  at  a  rate  of  8.7  percent,  but  slowed  to  only  3.2  percent 
in  the  5  years  it  was  in  effect. 

(3)  A  Supermajority  Requirement  to  Raise  Taxes 

Requiring  a  three-fifths  or  two-thirds  majority  in  both  the  House  and  Senate  to 
pass  a  tax  increase  would  allow  Congress  to  pass  tax  hikes  in  cases  of  national 
emergency,  but  would  make  it  very  difficult  for  Uncle  Sam  to  continue  its  annual- 
ritual  of  peacetime  tax  hikes.  Several  States,  including  Arizona,  California,  and 
Oklahoma,  have  enacted  such  measures;  they  have  stopped  tax  increases  dead  in 
their  tracks. 

(4)  National  Referendum  on  all  tax  increases. 

A  populist  budget  reform  that  is  sweeping  through  the  States  is  the  requirement 
that  any  tax  increase  must  be  ratified  by  a  popular  vote  of  the  people  in  the  next 
election.  This  gives  the  taxpayers  veto  power  over  the  Legislature's  efforts  to  raise 
taxes.  Congress  should  be  forced  to  take  its  case  to  the  people,  when  it  wants  to 
take  more  dollars  out  of  our  paychecks.  Minority  leader  Dick  Gephardt  has  sug- 
gested this  reform  as  part  of  his  10  percent  tax  plan. 

(5)  Dynamic  Scoring  of  Tax  Law  Changes 

The  1986  capital  gains  tax  rate  increase  has  raised  roughly  $100  billion  less  reve- 
nue than  the  Joint  Tax  Committee  estimated  when  the  law  was  enacted.  Capital 
gains  realizations  are  less  than  half  the  level  expected.  Why  these  gigantic  forecast- 
ing errors?  Congress  still  uses  faulty  static  analysis  to  measure  the  revenue  impact 
of  tax  rate  changes — a  scoring  technique  that  assumes  little  change  in  behavior  to 
tax  changes  and  almost  no  overall  economic  impact  of  new  tax  laws.  We  know  the 
procedures  are  wrong.  But  we  still  use  them. 

Dynamic  scoring  will  yield  more  accurate  tax  revenue  estimates,  and  thus  encour- 
age better  policy. 

(6)  An  End  to  Baseline  Budgeting 

When  the  School  Lunch  Program  is  going  to  increase  by  4.5  percent  per  year,  that 
is  a  budget  increase,  not  a  budget  "cut."  Baseline  budgeting  is  a  fraud.  Lee  laccoca 
once  stated  that  if  business  used  baseline  budgeting  the  way  Congress  does,  "they'd 
throw  us  in  jail."  Congress  should  be  required  to  use  this  year's  actual  spending 
total  as  the  baseline  for  the  next  year's  a. budget.  If  we  spend  more  than  the  current 
year,  we  are  increasing  the  budget,  if  we  spend  less,  we  are  cutting  it. 

(7)  A  Statute  of  Limitation  on  all  Spending  Programs 

It  has  been  said  that  the  closest  thing  to  immortality  on  this  earth  is  a  Federal 
Government  program.  Congress  doesn't  know  how  to  end  programs — even  years  and 
years  after  their  mission  has  been  accomplished.  (Hopefully,  this  Congress  will 
prove  this  statement  wrong!)  A  5-year  sunset  provision  should  apply  to  every  spend- 
ing program  in  the  budget — entitlements  and  discretionary  programs. 

The  last  component  of  a  new  budget  act  should  be  the  adoption  of  a  2-year  budget 
cycle — the  subject  under  discussion  this  morning. 

In  10  of  the  past  15  years  Congress  has  proven  itself  incapable  of  completing  its 
annual  budget  responsibilities  on  time.  Sadly,  this  was  routinely  true  of  the  Demo- 
cratic Congresses  of  the  1980's.  It  is  now  true  of  the  new  Republican  Congress.  This 
chronic  budget  tardiness  has  resulted  in  routine  reliance  on  eleventh  hour  catch-all 
spending  bills.  This  is  no  way  to  run  a  $1.6  trillion  enterprise. 

Congress  should  adopt  a  biennial  budgeting  system  whereby  each  new  Congress 
would  enact  all  appropriations  and  authorizations  in  the  first  year  of  the  2  year  leg- 
islative cycle.  Necessary  changes  in  spending  and  taxes  could  be  enacted  during  the 
second  year  of  the  cycle  through  emergency  supplemental  appropriations  and  reve- 
nue bills. 

This  budgeting  approach — though  by  no  means  a  fiscal  panacea — would  have  sev- 
eral advantages  for  fiscal  policy  over  the  current  system.  These  include: 
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(1)  It  will  discourage  inflated  budgets  in  election  years.  Politics  almost  always  dic- 
tates that  spending  levels  are  inflated  in  election  years.  The  Republicans  have  been 
as  guilty  of  this  practice  as  the  Democrats.  Notice  that  Senate  and  House  Repub- 
licans agreed  to  $10  to  $15  billion  of  extra  appropriated  spending  for  fiscal  1997  in 
order  to  accommodate  a  blizzard  of  pork-barrel  spending  demands.  This  irrespon- 
sible practice  would  be  discouraged  under  a  biennial  budget,  because  budgets  would 
always  be  constructed  in  non-election  years  while  binding  Congress  in  election  years. 

In  fact,  one  provision  that  should  be  added  to  the  Biennial  Budget  Act  is  a  re- 
quired supermajority  vote  to  enact  any  supplemental  appropriation.  This  would  help 
ensure  that  only  emergency  supplemental  spending  would  be  approved — not  unjusti- 
fiable election-eve  spending. 

(2)  It  will  bind  Congress  to  honor  deficit  reduction  promises.  Under  annual  budget- 
ing, lawmakers  frequently  pass  budgets  with  ambitious  long-term  spending  reduc- 
tion promises.  Congress  is  forever  pledging  to  cut  spending  in  the  "out-years"  for 
which  the  current  budget  does  not  apply.  Biennial  budgeting  doubles  the  length  of 
spending  restraint  commitments.  Congress  could  breach  these  promises  only  by  for- 
mally cancelling  agreed  upon  spending  targets. 

(3)  It  will  improve  management  and  procurement  within  Federal  agencies.  With 
2-year  budget  commitments,  Federal  departments  and  agencies  would  be  given 
greater  lead  time  to  absorb  budget  cuts  in  ways  that  would  not  disrupt  services  to 
taxpayers.  The  Defense  Department  in  particular  would  benefit  as  2-year  budgeting 
would  improve  long-term  procurement  planning.  Multi-year  contracts  for  weapons 
systems,  for  example,  are  more  economical  and  more  feasible  under  2-year  budgets. 

Each  of  these  practical  fiscal  advantages  are  subsidiary  to  the  primary  benefit  of 
the  Biennial  Budgeting  Act  of  1996.  And  that  is  the  provision  that  would  require 
Congress  to  adjourn  sine  die  by  July  31  of  the  second  year  of  the  budget  process — 
absent  an  emergency.  We  do  not  want  a  biennial  budget  for  the  purpose  of  freeing 
up  Congress's  time  and  resources  so  that  it  can  engage  in  new  and  expanded  forms 
of  legislative  meddling.  My  reservation  with  biennial  budgeting  in  the  past  has  been 
that  Congress,  freed  from  the  time-consuming  constraints  of  the  budget,  would  dis- 
cover new  methods  of  mischief  Idle  hands  on  Capitol  Hill  are  the  devil's  workshop. 

Yet  by  commanding  the  House  and  Senate  to  adjourn  for  the  second  half  of  the 
second  year,  we  might  start  a  process  of  fundamentally  change  the  culture  of  Cap- 
itol Hill.  Americans  want  a  true  citizens  legislature.  They  want  their  elected  officials 
to  spend  more  time  at  home  in  the  district  with  the  people  they  represent.  The  point 
bears  repeating;  Legislating  ought  to  be  a  part-time  job,  not  a  full-time  career. 

This  cultural  change  in  Washington  can  make  a  tremendous  difference  in  the 
quality  of  legislation  that  Congress  enacts.  Consider,  for  example,  a  recent  analysis 
by  Barbara  Anderson  of  Citizens  for  Limited  Taxation  in  Boston,  which  contrasted 
the  State  Legislature  in  Massachusetts  to  the  Legislature  in  New  Hampshire. 

In  New  Hampshire  legislators  get  paid  $100  a  day  when  they  are  in  session.  They 
adjourn  in  July.  When  they  are  home  in  their  districts,  they  help  with  constituent 
services  while  working  at  their  normal  jobs. 

In  Massachusetts  legislators  get  paid  nearly  $50,000  a  year  and  are  normally  in 
session  almost  year  round. 

In  New  Hampshire  legislators  don't  have  offices,-  they  have  lockers. 

In  Massachusetts  legislators  have  plush  offices. 

In  New  Hampshire  the  294  men  and  128  women  in  the  Legislature  come  from 
all  walks  of  life — 179  are  retired;  24  in  real  estate;  22  are  government  employees; 
17  are  in  the  military;  16  are  homemakers;  11  are  small  business  owners;  10  are 
in  law  enforcement;  8  are  in  construction;  and  another  8  are  teachers.  Only  7  are 
lawyers! 

In  Massachusetts  the  majority  of  those  who  serve  in  Boston  identify  their  profes- 
sion as  "legislator."  About  half  are  lawyers  by  trade. 

Does  the  different  culture  of  public  service  impact  policy  outcomes?  Absolutely. 
Anderson  reports  that  New  Hampshire,  with  its  "part-time"  Legislature,  has  the 
lowest  tax  burden  in  the  Nation.  The  full-time  legislators  in  Massachusetts  enact 
year  after  year  budgets  with  the  seventh  highest  tax  and  spending  burden  among 
the  50  States.  Now  I  don't  know  whether  the  culture  of  small  government  in  New 
Hampshire  has  created  a  part  time  Legislature,  or  whether  it  is  the  other  way 
around.  I  suspect  that  both  reinforce  each  other  in  a  positive  way. 

I  am  certainly  not  suggesting  that  a  biennial  budget  will  produce  dramatic  fiscal 
outcomes.  But  the  evidence  is  at  least  suggestive  that  a  part-time  Legislature,  as 
envisioned  by  this  bill,  is  more  judicious  in  spending  the  taxpayer's  money  and  more 
responsive  to  the  citizens  that  elect  them  to  the  privilege  of  serving  in  high  office. 

That  is  why  I  applaud  your  efforts  to  make  these  long  overdue  changes  a  reality. 
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Senator  Thompson.  Gentlemen,  thank  you  very  much.  Mr. 
Moore,  one  of  your  final  points  there — devil's  advocate — what  is 
your  view  on  oversight?  Do  you  not  share  the  view  that,  as  mis- 
guided as  Congress  is  sometimes,  administrative  agencies  are  even 
more  misguided  and  need  someone  to  ride  herd  on  them?  Were  you 
here  when  Senator  Domenici  mentioned  the  alien  situation  they 
discovered  after  a  few  years,  clearly  contrary  to  Congressional  in- 
tent and  contrary  to  what  most  Americans  would  believe  in,  I 
think?  Where  does  oversight  come  in  for  you? 

Mr.  Moore.  Well,  I  think  we  certainly  need  oversight  and  I  think 
that  should  be  the  major  function  of  Congress.  We  don't  need  more 
laws.  We  have  plenty  of  laws  on  the  books.  I  think  that  should  be 
the  major  function,  but  I  don't  see  that  as  being  in  conflict  with  the 
idea  of  having  Congress  here  less  time.  I  think  you  can  get  your 
job  done.  I  think  that  you  can  have  the  proper  amount  of  oversight 
over  the  agencies  and  still  get  out  of  here  on  July  1  of  the  second 
year. 

Senator  THOMPSON.  What  about  the  idea  that  we  are  going  to 
leave  them  unattended  for  6  months  a  year? 

Mr.  Moore.  Well,  there  is  no  reason  that  you  can't  come  back  if 
you  need  to. 

Senator  THOMPSON.  But  you  don't  know  if  you  need  to  until  after 
the  fact.  It  took  several  years  to  discover  this  alien  situation. 

Mr.  Moore.  Well,  I  just  don't  buy  this.  Senator.  I  don't  think 
that  what  is  going  to  lead  to — in  other  words,  look,  you  are  here 
all  the  time  right  now  and  this  alien  thing  happened  where  we  are 
paying  aliens  to  get  welfare.  That  wasn't  intended.  But  I  think 
those  kinds  of  things  are  oftentimes  a  result  of  bad  laws  passed. 
I  mean,  the  truth  is  the  law  that  was  passed  with  respect  to  wel- 
fare gave  the  agencies  to  drive  a  Mack  truck  through  it,  and  what 
I  think  this  suggests  is  we  need  tighter  and  more,  I  think,  vigilance 
in  the  way  that  we  pass  laws  to  make  sure  that  those  kinds  of 
things  don't  happen. 

Senator  THOMPSON.  And  perhaps  more  time  to  consider  the  laws 
that  we  do  pass,  and  I  guess  you  could  argue  either  way  to  get  that 
result. 

Mr.  Mann,  I  certainly  appreciate  your  coming  on  this  because 
you  do  give  a  very  interesting  and  important  view.  The  biennial 
budget — I  am  wondering  whether  or  not  you  couldn't  make  the  case 
that  it  might  help  address  some  of  these  more  fundamental  prob- 
lems. I  think  everybody  knows  that  these  process  changes  are  not 
going  to  solve  our  problems  in  and  of  themselves,  and  perhaps  to 
a  certain  extent  we  are  looking  for  a — stop  us  before  we  kill  again 
kind  of  a  fix  for  the  situation  we  have  gotten  ourselves  into. 

But  one  of  my  big  concerns  since  I  have  been  here  is  the  short- 
term  focus  on  everything.  We  are  harried,  we  are  spread  apart,  we 
are  fractionalized,  and  many  of  us  who  are  fiscally  conservative,  I 
think,  are  concerned  that  we  are  maybe  short-changing  long-term 
considerations — research  and  development,  infrastructure,  things  of 
that  nature — primarily  because  of  short-term  budgetary  consider- 
ations. We  have  got  to  do  what  we  have  got  to  do  because  we  do 
face  the  retirement  of  the  baby-boomers  and  we  have  not  yet  been 
able  to  do  anything  about  entitlements.  So,  that  makes  for  a  heck 
of  a  battle  over  the  discretionary  part  every  year. 
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But  I  am  wondering  whether  or  not,  at  least  incrementally,  it 
might  not  help  if  we  did  not  constantly  year  in  and  year  out,  like 
all  the  time,  have  to  be  concerned  with  the  immediate  budgetary 
requirements  of  meeting  those  short-term  goals.  I  don't  hear  any- 
body talking  about — long-term  problems,  long-term  expenditures, 
yes,  and  mandatory  spending,  but  in  terms  of  investment  I  mean 
I  agree  with  the  President — we  disagree  on  terminology,  but  a  cou- 
ple of  years  ago  when  he  was  talking  about  doing  things  for  invest- 
ment in  this  country. 

We  give  such  short  shrift  to  things  that  will  benefit  the  next  gen- 
eration because  we  are  always  worried  about  the  next  election  and 
the  consumption  part  of  things.  Don't  you  think  that  perhaps  that 
might  free  us  up  a  little  bit  to  at  least  have  the  time  and  maybe 
even  the  propensity  to  think  a  little  longer-term? 

Mr.  Mann.  Senator,  I  agree  entirely  with  your  analysis  of  the 
short-term  focus  of  Members  of  Congress  and  politicians  more  gen- 
erally. It  is  a  function  of  our  democratic  process;  it  is  frequent  elec- 
tions, although  it  also  has  to  do  with  the  permeability  of  Congress, 
the  fact  that  you  all  just  can't  come  in  here  and  try  to  get  away 
from  the  hurly-burly  of  everyone's  demands  and  try  to  sit  back  and 
think  through  some  of  these  broader  issues  because  there  has  been 
a  tremendous  mobilization  of  interest  in  American  society.  Wash- 
ington is  loaded  with  them.  They  are  economic  interests,  they  are 
ideological  interests. 

Senator  Thompson.  We  have  created  them.  Through  the  laws, 
we  have  created  those  vested  interests  who  always  want  more  next 
time  and  they  promise  solutions  to  all  of  America's  problems. 

Mr.  Mann.  There  is  no  question  that  government  itself  has  nur- 
tured much  of  the  interest  group  mobilization,  but  some  has  grown 
up  all  its  own.  In  any  case,  we  now  today  have  a  permanent  cam- 
paign. There  are  efforts  to  reach  you  every  day  on  issues  and  on 
matters  pertaining  to  elections,  and  the  flow  of  information  is  re- 
lentless. 

Senator  THOMPSON.  So  many  more  ways  to  reach  us. 

Mr.  Mann.  Exactly.  Now,  given  all  of  that,  that  is  the  political 
world,  this  world  of  information  that  is  constantly  coming  in  at 
you.  You  have  to  ask  yourself,  well,  if  we  switch  to  a  biennial  budg- 
et process,  would  that  really  materially  alter  the  real  conditions 
that  are  producing  this  short-term  focus. 

The  way  I  look  at  it  is  Congress  has  one  advantage,  and  that  is 
its  capacity  to  specialize,  to  have  a  division  of  labor,  to  have  Mem- 
bers spread  themselves  over  various  committees.  I  would  further 
consolidate  the  Committee  system  and  limit  the  number  of  commit- 
tee and  subcommittee  assignments.  But  the  fact  is  if  we  took  a 
crack  at  reconciliation,  which  means  dealing  with  those  mandatory 
spending  programs,  every  2  years,  in  the  off-year,  with  a  spending 
cap,  the  appropriations  process  isn't  going  to  keep  you  from  over- 
seeing a  program  of  the  government  that  you  think  has  some  seri- 
ous problems.  The  fact  is  a  process  like  that,  with  annual  appro- 
priations, could  accommodate  plenty  of  long-term  thinking. 

If  you  think  of  the  experience  of  other  countries,  you  will  find 
every  industrial  democracy  has  an  annual  appropriations  process, 
but  within  that  they  do  a  lot  to  provide  forward  funding  for  agen- 
cies of  government.  They  have  performance  budgets.  They  say,  OK, 
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we  are  going  to  give  you  this  amount  of  money  for  the  next  3  years; 
these  are  the  standards  we  are  going  to  hold  you  to.  You  don't  meet 
them,  then  you  are  out  of  here.  There  are  all  kinds  of  creative  ways 
of  doing  responsible  things  that  nurture  our  long-term  interests. 
All  of  those  can  be  done  in  the  context  of  an  annual  appropriations 
cycle. 

Senator  Thompson.  European  democracies  are  not  the  best  ex- 
amples of  fiscal 

Mr.  Mann.  Well,  look  at  New  Zealand.  That  is  the  front  of  public 
management  reform.  I  mean,  they  are  amazing.  They  are  way 
ahead  of  us  and  way  ahead  of  everyone  else,  and  yet  they,  too,  still 
use  an  annual  appropriations  process.  You  can  do  a  lot  if  you  keep 
your  eyes  on  the  prize,  if  you  are  always  looking  to  see  what  is  it 
you  want  to  accomplish. 

On  that  point,  what  I  would  like  to  say  is  Mr.  Moore  is  judging, 
as  best  as  I  can  tell,  the  quality  of  the  process  by  whether  it  is  like- 
ly to  produce  outcomes  that  he  values;  that  is  to  say,  you  judge  the 
rules  and  procedures  by  whether  they  provide  some  advantage  to 
your  particular  ideology  or  world  view.  See,  I  don't  believe  that  is 
right.  I  mean,  I  think  my  particular  views  on  this  policy  shouldn't 
be  embedded  in  the  rules  of  procedure. 

I  think  in  a  democracy  majorities  should  speak,  and  they  are 
going  to  speak  in  different  ways  at  different  times  and  I  don't  think 
there  is  anything  that  suggests  all  rules  and  procedures  ought  to 
be  judged  in  terms  of  whether  they  help  me  accomplish  my  policy 
objectives. 

Senator  THOMPSON.  But  on  the  other  hand,  don't  they  have  to  be 
flexible  enough  to  deal  with  the  realities  of  the  day? 

Mr.  Mann.  Absolutely. 

Senator  THOMPSON.  We  live  in  a  different  world  than  we  lived  in 
in  1974. 

Mr.  Mann.  Right. 

Senator  THOMPSON.  Almost  everybody  agrees  that  the  process 
which  we  go  through  is  kind  of  a  mess.  Maybe  it  is  the  best  we 
can  do,  but  it  is  kind  of  a  mess.  It  takes  up  all  of  our  time.  It  has 
become  overlapping.  Whether  the  process  is  to  blame  5  percent  or 
90  percent,  it  is  a  constant  losing  fight  to  balance  the  budget  or 
make  any  long-term  solutions  toward  that.  So  we  are  not  really  try- 
ing to  inject  a  particular  result,  other  than  sound  government,  it 
looks  to  me  like,  at  the  end  of  the  day. 

Mr.  Mann.  Senator  Thompson,  it  is  not  a  constant  losing  fight, 
and  one  of  the  things  that  I  think  is  so  important  is  to  reward  and 
congratulate  politicians  when  they  get  something  right,  when  they 
really  accomplish  something.  If  we  always  say  whatever  we  do  is 
no  good  or  not  good  enough,  it  creates  this  sense  in  the  country 
that  everything  is  hopeless,  that  nothing  can  ever  be  done. 

Let  us  face  the  fact  that  some  of  the  procedures  that  we  have 
embraced  in  the  last  few  years,  including  these  PAYGO  rules  and 
spending  ceilings  on  discretionary  spending,  together  with  biparti- 
san, inter-branch  negotiations,  have  produced  some  agreements 
that  have  taken  our  deficit  down  now  to,  in  the  coming  year,  the 
lowest  it  has  been  since  the  mid-1970's  in  absolute  terms  and,  as 
a  percentage  of  GDP,  the  lowest  of  any  country. 
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We  need  to  give  you  all  credit  for  having  achieved  something,  but 
then  say,  OK,  what  is  the  real  problem  looming  on  the  horizon.  If 
you  don't  get  credit  for  what  you  have  done  in  the  last  4  years,  I 
don't  see  any  chance  of  creating  incentives  to  get  you  to  deal  with 
the  really  tough  problems  looming  ahead. 

Senator  THOMPSON.  Well,  I  don't  see  that  we  have  any  choice. 
Let  me  suggest  that  maybe  you  are  doing  what  we  have  been  talk- 
ing against  here,  and  that  is  focusing  too  much  on  the  short  term. 
I  mean,  how  can  we  congratulate  ourselves  that  much  as  we  do  get 
together  and  at  least  on  paper  continue  to  squeeze  discretionary 
spending?  And  then  we  have  people  come  up  here  from  the  admin- 
istration, from  these  various  agencies,  and  tell  us  these  out-year 
numbers  really  don't  mean  anything  an3rway  because  when  we  get 
there,  we  are  not  going  to  do  it. 

We  have  not  taken  the  first  step  toward  that  looming  problem 
that  we  all  know  is  there,  knowing  that  every  year  we  wait  it  is 
going  to  be  greater  and  greater  and  greater.  We  have  got  the  bene- 
fit of  a  good  economy  now  and  the  savings  and  loan  crisis  is  behind 
us.  We  have  a  large  tax  increase  and,  yes,  we  have  a  temporary 
lowering  of  the  deficit. 

But  is  it  not  our  responsibility  to  be  thinking  past  the  next  elec- 
tion, past  the  next  business  quarter,  and  start  thinking  a  little  bit 
more  like  some  of  our  trading  partners  and  adversaries  do  in  terms 
of  decades,  or  maybe  even  still  some  in  terms  of  centuries?  I  don't 
think  we  can  mess  up  enough  in  a  few  years  to  really  tank  the 
country,  but  I  think  the  responsibility  for  a  lot  of  us  who  haven't 
spent  our  lives  up  here  and  don't  want  to  spend  the  rest  of  our 
lives  up  here  is  that  we  have  got  a  major,  major  longer-term  prob- 
lem facing  us  that  we  are  not  dealing  with. 

Obviously,  it  is  a  matter  of  political  will,  fundamentally,  but  in 
that  process  can  we  do  anything  to  make  it  easier?  Mr.  Moore 
thinks  process  drives  substance  maybe  even  a  little  bit  more  than 
I  do,  but  as  a  part  of  that,  that  is  why  I  look  at  things  like  a  cut- 
off time  to  send  people  home.  It  looks  to  me  like  it  is  not  just  a 
matter  of  getting  kicks  out  of  bashing  Congress.  I  am  not  sure  that 
it  makes  any  sense  for  somebody  to  fight  as  hard  and  spend  as 
much  as  I  did  to  come  here  to  be  part  of  an  institution  that  I  want 
to  trash  all  the  time. 

I  would  like  to  see  it  improve  and  be  better  and  be  what  it  was 
once,  and  it  seems  to  me  like  the  problem  is  and  the  criticism  that 
most  of  us  are  giving  it  is  because  of  the  increased  professionali- 
zation  of  Congress,  spending  more  and  more  time  with  more  and 
more  committees,  more  and  more  power.  It  results  in  more  and 
more  spending.  It  is  a  culture  of  spending  and  it  results  in  more 
government  growth  because  that,  in  turn,  feeds  the  power  needs 
and  the  fund-raising  needs  that  we  as  professional  Members  of 
Congress  who  want  to  stay  here,  apparently,  as  long  as  we  can  in 
most  cases.  I  know  we  are  getting  more  retirements  nowadays  than 
we  used  to,  but  it  seems  to  me  like  a  vicious  circle. 

So  some  of  us  look  at  that  and  say  how  can  we  de-professionalize 
this  somewhat?  How  can  we  make  the  rewards  a  little  diff"erent? 
How  can  we  change  the  motivations  from  people  who  want  to  come 
to  town  and  stay  as  long  as  they  can — and  that  is  in  terms  of 
spending  and  sajdng  yes  to  people  and  not  saying  no  to  people,  that 
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comes  in  terms  of  thinking  about  the  next  election  and  not  the  next 
generation.  How  can  we  break  through  that?  That  is  what  a  lot  of 
us  are  trying  to  get  to. 

I  know  that  is  a  load,  but  I  would  appreciate  any  comments  that 
both  of  you  have  on  that. 

Mr.  Mann.  I  take  that  as  a  genuine  desire  to  cope  with  a  set  of 
very  serious  problems  that  are  looming,  and  I  really  respect  you  for 
that.  Let  me  also  say  this  is  the  most  interesting,  substantive  en- 
gagement I  have  had  at  a  Congressional  hearing  in  years,  and  so 
I  thank  you  for  that. 

Senator  Thompson.  We  have  got  such  a  wonderful  audience. 
[Laughter.] 

Mr.  Mann.  Who  cares?  We  are  having  it,  right? 

Senator  THOMPSON.  That  is  right. 

Mr.  Mann.  What  I  would  like  to  say  is,  first  of  all,  acknowledge 
the  fact  that  we — I  say  "we" — the  Congress  and  the  President  have 
taken  steps  to  help  cope  with  the  looming  problem.  The  1983  agree- 
ment on  Social  Security,  that  bipartisan  agreement,  was  a  tremen- 
dous success.  It  cut  benefits,  as  well,  and  the  people  accepted  it  be- 
cause it  was  done  in  a  manner  that  seemed  genuinely  fair-minded. 

Similarly,  the  move  to,  in  effect,  further  means-test  Social  Secu- 
rity— the  increased  taxes  on  Social  Security  benefits  among  upper- 
income  recipients  may  not  be  popular  among  people  who  want  to 
just  cut  taxes,  but  it  was  a  way  of  trying  to  deal  with  the  longer- 
term  problem.  There  were  5  major  budget  agreements  between  the 
early  1980's  and  1993,  the  absence  of  which  would  leave  us  today 
with  $700,  $800  billion  deficits. 

We,  the  Congress  and  the  President,  and  we  the  people  have 
acted  over  this  period  of  time  to  keep  the  problem  from  being  worse 
than  it  would  have  otherwise.  Is  it  acceptable  yet?  No.  We  have 
more  to  go  and  we  have  a  much  more  serious  problem  ahead.  That 
is  the  first  point. 

Second,  while  the  argument  about  the  culture  of  spending  seems 
really  telling,  I  don't  think  it  works.  I  just  think  that  is  not  why. 
It  isn't  professionalism  that  is  producing  these  problems.  If  you 
look  at  the  composition  of  the  budget,  you  can  see  it.  You  see  which 
part  is  declining  over  time  and  which  part  is  rising.  It  is  the  part 
that  Congress  doesn't  act  on  on  a  regular  basis  that  is  rising.  They 
have  actually  managed  to  get  more  control  of  the  discretionary  side 
of  government  and  they  have  adopted  mechanisms  to  achieve  it. 

Our  problem  is  with  those  programs  that  are  enormously  popu- 
lar. The  reason  we  have  the  problem  is  because  we  are  following 
the  common  sense  of  the  American  people,  which  is  aren't  these 
amazing  successes,  this  Social  Security  and  Medicare  program.  It 
is  not  some  nefarious  professionalism  in  Washington  and  culture  of 
spending  that  is  producing  our  fiscal  problems. 

Senator  Thompson.  Well,  what  is 

Mr.  Mann.  Therefore,  I  have  an  answer.  There  is  a  bottom  line. 
The  bottom  line  is  in  order  to  impose  losses  on  people  which  we 
have  to  do  to  deal  with  this  problem,  we  cannot  let  parties  act 
alone  because  they  get  killed.  They  get  cut  off  at  the  knees.  We 
have  to  nurture  bipartisan  agreements.  I  just  had  this  discussion 
in  the  House  Rules  Committee  about  this. 
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Your  highest  priority  ought  to  be  on  developing  institutional 
mechanisms  for  bipartisan  negotiations  on  the  major  programs  that 
are  driving  spending  over  the  next  decades,  figuring  out  ways  and 
conditions  under  which  those  negotiations  could  take  place.  A  sin- 
gle party  in  the  future  will  be  crazy  to  take  these  problems  on 
alone.  We  have  to  choreograph  it  and  move  together,  and  changing 
the  budget  cycle  isn't  going  to  do  it.  We  have  to  be  much  more  di- 
rective about  it.  We  have  to  find  the  institutional  mechanisms  that 
will  allow  us  to  do  this  together.  It  is  the  only  way. 

Senator  THOMPSON.  Do  you  have  any  ideas  on  that? 

Mr.  Mann.  I  actually  have  someone  working  in  my  program  in 
governmental  studies  on  trying  to  fashion  different  formats  for 
commissions  of  various  kinds  that  might  work  in  certain  settings 
for  dealing  with  these  problems.  I  just  know  it  has  to  occasionally 
involve  people  from  outside  the  Congress.  It  has  to  be  bipartisan. 
You  have  to  have  action-forcing  mechanisms  that  are  built  into  it. 

If  Republicans  were  to  win  the  presidency  and  maintain  control 
of  the  Congress  and  try  to  deal  with  restructuring  social  insurance 
following  the  latest  ideas  in  conservative  circles,  they  would  be- 
come a  minority  party  right  quickly.  It  seems  to  me  you  have  got 
to  have,  working  side  by  side,  politicians  who  believe  those  pro- 
grams have  been  a  stunning  success  and  have  been  dragged  to  the 
table  kicking  and  screaming  because  they  see  the  demographic 
problems  that  we  confront. 

Senator  Thompson.  Mr.  Moore. 

Mr.  Moore.  I  think  Tom  has  misrepresented  my  position  a  little 
bit  in  the  sense  that  when  he  says  that  I  want  to  see  changes  in 
the  budget  process  because  I  have  an  ideological  vision  that  I  want 
to  see  come  about.  I  mean,  there  is  no  question  I  have  an  ideologi- 
cal vision,  but  the  point  I  am  trying  to  make  is  that,  look,  the  rules 
matter.  The  way  we  set  up  the  rules  of  the  game  matters  a  lot  and 
they  do  dictate  outcomes.  That  is  precisely  why  we  passed  the 

Senator  THOMPSON.  And  I  think  that  is  what  he  is  suggesting 
with  regard  to  his  new  ideas,  really. 

Mr.  Moore.  Well,  that  is  the  thing.  I  mean,  I  think  we  are  sort 
of  agreeing  at  times  that  the  rules  matter  a  lot. 

Senator  Thompson.  Yes. 

Mr.  Moore.  In  fact,  when  you  say  'things  hke  PAYGO  has 
changed  things,  that  was  a  rule  change  and  it  has  mattered.  I  am 
saying  my  underlying  belief  is  that  we  are  giving  the  American 
people  more  government  than,  in  fact,  they  want,  and  I  will  give 
you  a  good  example  of  how  you  could  make  a  rule  change  that 
would  probably  lead  to  substantially  less  government. 

If  we  passed  a  constitutional  amendment  requiring  a  balanced 
budget  and  we  required  Congress  every  year  to  say  to  the  Amer- 
ican people,  yes,  we  can  give  you  a  $1.65  trillion  budget  with  all 
these  good  programs  we  have,  but,  you  know  what,  we  are  going 
to  have  to  raise  taxes  by  $200  billion,  people  wouldn't  stand  for 
that.  The  real  evil  of  a  budget  deficit,  in  my  opinion,  is  that  it  basi- 
cally allows  government  to  spend  a  dollar  and  only  tax  people  80 
cents.  So  government  seems  like  a  great  deal  to  people  and  that  is, 
of  course,  why  we  have  these  huge  debts  in  the  future. 

So  I  do  think  that  changing  the  rules  of  the  game  in  very  basic 
ways  that  I  think  the  American  people  can  understand — again,  I 
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think  this  basehne  budgeting  that  we  have  used  for  the  last  20 
years  is  unconscionable.  I  remember  when  Lee  lacocca  was  up  here 
a  couple  of  years  ago  and  said,  look,  if  we  used  baseline  budgeting 
in  a  business,  the  IRS  would  throw  us  in  jail;  the  idea  that  we  say, 
oh,  we  have  increased  this  program  by  5  percent,  but  actually  that 
is  a  cut  because  it  is  spending  less  than  we  want  to,  and  things 
of  that  nature. 

Again,  I  mentioned  the  idea  of  not  using  some  kind  of  dynamic 
scoring  of  revenue  changes.  I  mean,  it  is  just  common  sense  that 
when  you  change  tax  rates  and  things  like  that,  people's  behavior 
changes.  We  know  that  and  yet  we  still  use  a  model  that  we  know 
is  producing  the  wrong  results.  So  we  passed  tax  increases  like  the 
1990  and  1993  tax  increases.  We  think  that  they  are  going  to  raise 
all  of  this  revenue,  and  guess  what?  The  revenue  doesn't  come  in. 

So  I  think  that  we  can  make  some  fundamental  changes.  I  am 
one  of  these  people  who  is  very  skeptical  of  the  term  "bipartisan 
agreement."  Bipartisan  agreement,  to  me,  has  always  been  this 
kind  of  buzz  word  for  a  tax  increase.  Every  time  we  have  had  a 
bipartisan  agreement  for  the  last  15  years,  it  has  always  led  to  new 
taxes,  starting  with  the  1983  Social  Security  deal,  and  so  forth.  So 
I  actually  am  not  one  who  believes  that  the  way  these  problems  are 
going  to  be  solved  is  through  a  bipartisan  process. 

I  really  think  we  have  come  to  loggerheads  in  this  country  where 
we  have  two  competing  visions  of  where  America  is  going,  and  the 
two  parties,  I  think,  are  fairly  far  apart.  I  think  Newt  Gingrich  is 
right  when  he  says,  look,  the  Democrats  are  over  here,  we  are  over 
here,  and  at  some  point  the  American  people  are  going  to  have  to 
choose.  Do  you  want  to  go  in  this  direction  or  do  you  want  to  go 
in  that  direction? 

I  don't  think  that  these  things  are  going  to  be  solved 
bipartisanly.  I  think  they  are  going  to  be  decided  through  elections 
where  people  are  going  to  decide  which  direction  do  you  want  to 
take  the  country  in  the  21st  century. 

Senator  Thompson.  I  think  a  problem  a  lot  of  people  fear  is  that 
they  will  decide  a  new  direction  every  couple  of  years  for  a  long 
time  and  where  does  that  leave  us. 

Gentlemen,  I  really  appreciate  your  coming  and  your  testimony. 
I  look  forward  to  working  with  both  of  you  in  the  future.  I  think 
we  have  laid  some  groundwork  here  for  some  further  interesting 
discussions. 

Mr.  Moore.  Thank  you,  Senator. 

Mr.  Mann.  Thanks. 

Senator  Thompson.  Thank  you  very  much  for  being  here. 

The  meeting  is  adjourned. 

[Whereupon,  at  1:31  p.m.,  the  Subcommittee  was  adjourned.] 
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To  amend  the  Congrressional  Budget  Act  of  1974  to  pro\ide  for  a  two- 
year  (biennial)  budgeting  cycle,  and  for  other  purposes. 


IN  THE  SENATE  OF  THE  UNITED  STATES 

Xo\^MBER  29,  1995 
Mr.  Thoaus  (for  liimself,  Mr.  DOLE,  Mr.  DOMEXICI,  Mr.  SiMPSON,  Mrs. 
Kassebaum,  Mr.  Faircloth,  Mr.  Thompson,  and  Mr.  Cochrax)  intro- 
duced the  following  bill;  which  was  read  twice  and  referred  jointly  pursu- 
ant to  the  order  of  August  4,  1977,  to  the  Committees  on  the  Budget 
and  Governmental  Affairs,  with  instructions  that  if  one  committee  re- 
ports, the  other  committee  have  thirty  days  to  report  or  be  discharged 


A  BILL 

To  amend  the  CongTessional  Budget  Act  of  1974  to  pro\ide 
for  a  two-year  (biennial)  biidg:etirig  cycle,  and  for  other 
purposes. 

1  Be  it  enacted  hy  the  Senate  and  House  of  Representa- 

2  tires  of  the  United  States  of  America  in  Congress  assembled, 

3  SECTION  1.  SHORT  TITLE. 

4  This  Act  may  be  cited  as  the  "Biennial  Budgeting- 

5  Act  of  1995". 

6  SEC.  2.  REVISION  OF  TIMETABLE, 

7  Section  300  of  the  Congressional  Budget  Act  of  1974 

8  (2  U.S.C.  631)  is  amended  to  read  as  follows: 

(65) 
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1  "timetable 

2  "Sec.  300.  The  timetable  with  respect  to  the  Con- 

3  gressional  budget  process  for  any  Congress   (beginning 

4  with  the  One  Hundred  Fifth  Congress)  is  as  follows: 

"First  S<!S.sion 

"On  or  before:  Action  to  be  completed: 

First  Monday  in  Feb- 
ruary       President  submits  budget  recommendations. 

February  15  Congre.ssional  Budget  Office  submits  report 

to  Budget  Committees. 

February  25  Committees  submit  views   and   estimates  to 

Budget  Committees. 

March  31  House  Budget  Committee  reports  concurrent 

resolution  on  the  biennial  budget. 

April  15  Congress  completes  action  on  concurrent  res- 
olution on  the  biennial  budget. 

May  15  Biennial  appropriation  bills  may  be  consid- 
ered in  the  House. 

June  10   House  Appropriations  Committee  reports  last 

biennial  appropriation  bill. 

September  1   0MB  submits  report  setting  forth  estimate  of 

surplus'defieit  for  current  fiscal  year. 

September  30  Congress  completes   action  on   reconciliation 

legislation. 

September  30   Congress  completes  action  on  biennial  appro- 
priation bills. 

October  1  Biennium  begins. 

October  15  0MB  submits  report  setting  forth  actual  sur- 

plu^deficit  for  fiscal  year  ending  Septem- 
ber 30. 

"Second  Session 

"On  or  before:  Action  to  be  completed: 

May  15   Congres.sional   Budget   Office   submits   report 

to  Budget  Committees. 

September  1   0MB  submits  report  setting  forth  estimate  of 

surplus^deficit  for  current  fiscal  year. 

October  15  0MB  submits  report  setting  forth  actual  sur- 

[)lu^deficit   for  fiscal  year  ending  Septeiii- 
hcr  30. 

The  la.st  day  of  the  ses- 
sion       Congress  completes  action  on  bills  and  resolu- 
tions authorizing  new  budget  authority  for 
the  succeeding  l)ieiiniiiiii.". 
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1  SEC.  3.  AMENDMENTS  TO  THE  CONGRESSIONAL  BUDGET 

2  AND  IMPOUNDMENT  CONTROL  ACT  OF  1974. 

3  (a)  Amendment  of  the  Congressional  Budget 

4  Act  of  1974. — ^Whenever  in  this  section  an  amendment 

5  or  repeal  is  expressed  in  terms  of  an  amendment  to,  or 

6  repeal  of,  a  section  or  other  provision,  the  references  shall 

7  be  to  a  section  or  other  provision  of  the  Congressional 

8  Budget  Act  of  1974. 

9  (b)  Declaration  of  Purpose. — Section  2(2)  (2 

10  U.S.C.  621(2))  is  amended  by  striking  "each  year"  and 

11  inserting  "biennially". 

12  (c)  Definitions. — 

13  (1)  Section  3(4)  (2  U.S.C.  622(4))  is  amended 

14  by  striking  "fiscal  year"  each  place  it  appears  and 

15  inserting  "biennium". 

16  (2)  Section  3  (2  U.S.C.  622)  is  further  amend- 

17  ed  by  adding  at  the  end  thereof  the  following  new 

1 8  paragraph: 

19  "(11)  The  term  'biennium'  means  the  period  of 

20  2  consecutive  fiscal  years  beginning  on  October  1  of 

21  any  odd-numbered  year.". 

22  (d)  Duties  of  CBO.— 

23  (1)   Section  202(f)(1)   (2  U.S.C.   602(f)(1))  is 

24  amended — 
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1  (A)    by    striking    "Februan^    15    of   each 

2  year"  and  inserting  "Februarv^  15  of  each  odd- 

3  numbered  calendar  year"; 

4  (B)  by  striking  "the  fiscal  year  commene- 

5  ing"  and  inserting  "each  fiscal  year  in  the  bien- 

6  Ilium  commencing"; 

7  (C)  by  striking  "such  fiscal  year"  the  first 

8  place  it  appears  and  inserting  "such  biennium"; 

9  and 

10  (D)  by  striking  "such  fiscal  year"  the  sec- 

11  ond  place  it  appears  and  "each  fiscal  year  in 

12  such  biennium". 

13  (2)  Section  202(f)  (2  U.S.C.  602(f))  is  further 

14  amended — 

15  (A)  in  paragraph  (2)  by  striking  "The  Di- 

16  rector  shall  from  time  to  time"  and  inserting 

17  "On  May  15  of  each  even  numbered  year  and 

18  at    such    other    times    as    he    or    she    deems 

19  appropriate,  the  Director  shall". 

20  (B)  in  paragraph  (3) — 

21  (i)  by  striking  "Januan-  15"  and  in- 

22  serting  "Febniars-  15", 

23  (ii)   by  striking  "each  year"   and  in- 

24  serting     "each     even-numbered     calendar 

25  vear". 
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1  (iii)  by  striking  "the  fiscal  year  end- 

2  ing  September  30  of  that  calendar  year"  in 

3  clause  (A)  and  inserting  "either  fiscal  year 

4  in  the  bienniimi  beginning  October  1  of  the 

5  preceding  calendar  year", 

6  (iv)  by  striking  "the  fiscal  year  ending 

7  September  30   of  that  calendar  year"   in 

8  clause  (B)  and  inserting  "either  fiscal  year 

9  of  such  biennium",  and 

10  (v)  by  striking  "fiscal  year  beginning 

11  October  1  of  that  calendar  year"  and  in- 

12  serting  "succeeding  biennium". 

13  (e)  Biennial  Concurrent  Resolution  on  the 

14  Budget. — 

15  (1)  Section  301(a)  (2  U.S.C.  632(a))  is  amend- 

16  ed— 

17  (A)  by  striking  "April   15   of  each  year" 

18  and  inserting  "April  15  of  each  odd-numbered 

19  year"; 

20  (B)  by  striking  "the  fiscal  year  beginning 

21  on  October  1  of  such  year"  the  first  place  it  ap- 

22  pears  and  inserting  "the  biennium  beginning  on 

23  October  1  of  such  year"; 

24  (C)  by  striking  "the  fiscal  year  beginning 

25  on  October  1  of  such  year"  the  second  place  it 
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1  appears  and  inserting  ''each  fiscal  year  in  such 

2  period";  and 

3  (D)  by  striking  "each  of  the  two  ensuing 

4  fiscal  years"  and  inserting  "each  fiscal  year  in 

5  the  succeeding  biennium". 

6  (2)  Section  301(b)  (2  U.S.C.  632(b))  is  amend- 

7  ed— 

8  (A)  in  the  matter  preceding  paragraph  (1) 

9  by  inserting  "for  a  biennium"  after  "concurrent 

10  resolution  on  the  budget";  and 

11  (B)  in  paragraph  (3)  by  striking  "for  such 

12  fiscal  year"  and  inserting  "for  either  fiscal  year 

13  in  such  biennium". 

14  (3)  Section  301(d)  (2  U.S.C.  632(d))  is  amend- 

15  ed  by  striking  "Within  6  weeks  after  the  President 

16  submits  a  budget  under  section  1105(a)  of  title  31, 

17  United  States  Code"  and  inserting  "On  or  before 

18  February  25  of  each  odd-numbered  year". 

19  (4)  Section  301(e)  (2  U.S.C.  632(e))  is  amend- 

20  ed— 

21  (A)  in  the  first  sentence  by  striking  "fiscal 

22  year"  and  inserting  "biennium"; 

23  (B)  by  inserting  between  the  second  and 

24  third  sentences  the  following  new  sentence:  "On 

25  or  before  March  31  of  each  odd-numbered  vear 
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1  the  Committee  on  the  Budget  of  each  House 

2  shall  report  to  its  House  the  concurrent  resolu- 

3  tion  on  the  budget  referred  to  in  subsection  (a) 

4  for  the  biennium  beginning  on   October   1   of 

5  that  year.";  and 

6  (C)  in  paragraph  (6) — 

7  (i)    by   striking   "five"    and   inserting 

8  "four", 

9  (ii)  by  striking  "such  fiscal  year"  and 

10  inserting  "the  first  fiscal  year  of  such  bien- 

11  nium,",  and 

12  (iii)  by  striking  "such  period"  and  in- 

13  serting  "such  four-fiscal-year  period". 

14  (5)  Section  301(f)  (2  U.S.C.  632(f))  is  amend- 

15  ed  by  striking  "fiscal  year"  each  place  it  appears 

16  and  inserting  "biennium". 

17  (6)    The    section    heading    of    section    301    is 

18  amended  by  striking  "annual"  and  inserting  "bien- 

19  nial". 

20  (7)  The  table  of  contents  set  forth  in  section 

21  1(b)  is  amended  by  striking  "Annual"  in  the  item 

22  relating  to  section  301  and  inserting  "Biennial". 

23  (f)  Committee  Allocations. — 

24  (1)  Paragraphs  (1)  and  (2)  of  section  302(a)  (2 

25  U.S.C.  633(a))  are  amended— 
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1  (A)   by  inserting  "for  a  biennium"   after 

2  "budget"  the  first  place  it  appears  in  each  such 

3  paragraph;  and 

4  (B)  by  inserting  "for  each  fiscal  year  in 

5  such    biennium"    after    "estimated    allocation" 

6  each  place  it  appears. 

7  (2)  Section  302(c)  (2  U.S.C.  633(c))  is  amend- 

8  ed— 

9  (A)  by  striking  "for  a  fiscal  year"   each 

10  place  it  appears  and  inserting  "for  either  fiscal 

11  year  in  a  biennium";  and 

12  (B)  by  striking  "for  such  fiscal  year"  each 

13  place  it  appears  and  inserting  "for  such  bien- 

14  nium". 

15  (3)   Section  302(f)(1)   (2  U.S.C.   633(f)(1))  is 

16  amended — 

17  (A)  by  striking  "for  a  fiscal  year"  and  in- 

18  serting  "for  a  biennium",  and 

19  (B)   by   striking   "such   fiscal  year"   each 

20  place  it  appears  in  the  matter  preceding  sub- 

21  paragraph  (A)  and  inserting  "a  fiscal  year  in 

22  such  biennium". 

23  (4)  Section  302(f)(2)  is  amended— 

24  (A)  by  striking  "for  a  fiscal  year"  and  in- 

25  serting  "for  a  biennium", 
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1  (B)  by  striking  "for  such  fiscal  year"  and 

2  inserting  "for  a  biennium",  and 

3  (C)  by  striking  "4  succeeding"  and  insert- 

4  ing  "3  succeeding". 

5  (g)  Section  303  Point  of  Order. — 

6  (1)  Section  303(a)  (2  U.S.C.  634(a))  is  amend- 

7  ed  by  striking  "fiscal  year"  each  place  it  appears 

8  and  inserting  "biennium". 

9  (2)  Section  303(b)  (2  U.S.C.  634(b))  is  amend- 

10  ed— 

11  (A)  in  subparagraphs  (A)  and  (B)  of  para- 

12  graph  (1)  and  paragraph  (2)  by  striking  "the 

13  fiscal  year"  each  place  it  appears  and  inserting 

14  "biennium";  and 

15  (B)  in  paragraph  (1)  by  striking  "any  cal- 

16  endar  year"  and  inserting  "any  odd-numbered 

17  calendar  year". 

18  (h)  Permissible  Revisions  of  Concurrent  Res- 

19  OLrTio.Ns  ox  THE  BiixiET. — Section  304  (2  U.S.C.  635) 

20  is  amended — 

21  (1)  by  striking  "fiscal  year"  the  first  two  places 

22  it  appears  and  inserting  "biennium"; 

23  (2)  by  striking  "for  such  fiscal  year";  and 

24  (3)   by  inserting  before  the  period   "for  such 

25  biennium". 

S   1434  RIS 2 
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1  (i)  Pkocedures  For  C'onsi deration  of  Budget 

2  Resohtioxs.— Section  305(b)(3)  (2  U.S.C.  636(b)(3)) 

3  is  amended — 

4  (1)  by  striking-  "the  concurrent"  and  inserting 

5  "a  concurrent";  and 

6  (2)    by    striking    "fiscal    year"    and    inserting 

7  "bienniuni". 

8  (j)  Reports  and  SrM:\iARiES  of  CoxciREssioNWL 

9  BiDOET  Actions. — 

10  (1)(A)  Section  308(a)(1)  (2  U.S.C.  639(a)(1)) 

1 1  is  amended — 

12  (i)  in  the  matter  preceding  subparagraph 

13  (A)  by  striking-  "fiscal  year  (or  fiscal  years)" 

14  and  inserting  "bienniuni", 

15  (ii)  in  subparagraph  (A)  by  striking  "fiscal 

16  year    (or    fiscal    years)"    and    inserting    "bien- 

17  Ilium",  and 

18  (iii)  in  subparagraph  (C)  by  striking  "such 

19  fiscal    year    (or    fiscal    years)"    and    inserting 

20  "such  bieiiiiium". 

21  (B)   Section  308(a)(2)  is  amended  by  sinking 

22  "fiscal  year  (or  fiscal  years)"  and  inserting  "bien- 

23  nium". 

24  (2)  Section  308(b)(1)  (2  U.S.C.  639(b)(1))  is 

25  amended — 
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1  (A)  by  striking:  "each  fiscal  year  covered 

2  by  a  concurrent  resolution  on  the  budg-et"  the 

3  first  place   it  appears   and  inserting-   "a  bien- 

4  nium"; 

5  (B)  by  inserting:  "for  such  bienniuni"  after 

6  "concurrent  resolution  on  the  budg:et";  and 

7  (C)  by  striking  "the  fiscal  year  preceding: 

8  the  first  fiscal  year  covered  by  the  appropriate 

9  concurrent  resolution"  and  inserting'  "each  fis- 

10  cal  year  in  the  biennium  preceding  such  bien- 

11  nium". 

12  (3)  Section  308(c)  (2  U.S.C.  639(c))  is  amend- 

13  ed— 

14  (A)   by  striking  "Five"   in  the  subsection 

15  heading  and  inserting  "Four"; 

16  (B)  by  striking  "fiscal  year"  each  place  it 

17  appears  in  the  matter  preceding  paragi-aph  (1) 

18  and  inserting  "biennium";  and 

19  (C)  by  striking  "5  fiscal  years"  and  insert- 

20  ing  "4  fiscal  years". 

21  (k)  Completion  op^  Action  on  Regular  Appro- 

22  PRLVTION  Bills.— Section  309  (2  U.S.C.  640)  is  amend- 

23  ed— 

24  (1)  by  inserting  "of  any  odd-numbered  calendar 

25  vear"  after  "Julv"; 
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1  (2)  by  striking:  "aimiuir"  and  inserting  "re^- 

2  lar";  and 

3  (3)    by    striking    "fiscal    year"    and    inserting 

4  "biennium". 

5  (1)  Reco.xcillation  Process. — 

6  (1)  Section  310(a)  (2  U.S.C.  641(a))  is  amend- 

7  ed— 

8  (A)   by  striking  "any  fiscal  year"   in  the 

9  matter  preceding  paragraph  (1)   and  inserting 

10  "any  biennium"; 

11  (B)  in  paragraph  (1)  by  striking  "such  fis- 

12  cal  year"  each  place  it  appears  and  inserting 

13  "each  fiscal  year  in  such  biennium";  and 

14  (C)  in  paragraph  (2)  by  inserting  "for  each 

15  fiscal  year  in  such  biennium"  after  "revenues". 

16  (2)  Section  310(e)  (2  U.S.C.  641(e))  is  aniend- 

17  ed— 

18  (A)  by  striking  "20  hours"  in  paragraph 

19  (2)  and  inserting  "50  hours";  and 

20  (B)  by  adding  at  the  end  thereof  the  fol- 

21  lowing  new  paragi'aph: 

22  "(3)  It  shall  not  be  in  order  in  the  Senate  or 

23  the  House  of  Representatives  to  consider  any  ree- 

24  onciliation    bill    or    resolution    or    any    amendment 

25  thereto    or    any    conference    report    thereon    wiiich 

•S  1434  RIS 
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1  changes  any  provision  of  law  other  than  provisions 

2  of  law  which — 

3  "(A)    pro\ide    new    budget    authority    or 

4  spending      authority      described      in      section 

5  401(c)(2); 

6  "(B)  relate  to  revenues;  or 

7  "(C)  specify  the  amount  of  the  statutory 

8  limit  on  the  public  debt.". 

9  (3)  Section  310(f)  (2  U.S.C.  641(f))  is  amend- 

10  ed— 

11  (A)  by  inserting  "of  any  odd-numbered  cal- 

12  endar  year"  after  "July", 

13  (B)  by  striking  "fiscal  year  beginning  on 

14  October  1  of  the  calendar  year  to  which  the  ad- 

15  journment    resolution    pertains"    and    inserting 

16  "biennium  beginning  on  October  1  of  such  cal- 

17  endar  year",  and 

18  (C)  by  striking  "for  such  fiscal  year"  and 

19  inserting  "for  such  biennium". 

20  (m)  Section  311  Point  of  Order.— 

21  (1)    Section    311(a)(1)    (2    U.S.C.    642(a))    is 

22  amended — 

23  (A)  by  striking  "for  a  fiscal  year"  and  iii- 

24  serting  "for  a  biennium"; 
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1  (B)  by  striking:  "such  fiscal  year"  the  first, 

2  second,  and  third  places  it  appears  and  insert- 

3  ing  "a  fiscal  year  in  such  bienniuni"; 

4  (C)    by   inserting    "for    such    fiscal   year" 

5  after  "outlays"; 

6  (D)  by  striking  "concurrent  resolution  on 

7  the  budget  for  such  fiscal  year"  and  inserting 

8  "concurrent  resolution  on  the  budget  for  the  bi- 

9  ennium  in  which  such  fiscal  year  occurs"; 

10  (E)    by   inserting    "for    such    fiscal   year" 

11  after  "revenues"  the  first  place  it  appears;  and 

12  (F)    by   inserting   "for    such    fiscal   year" 

13  after  "set  forth"  the  second  place  it  appears. 

14  (2)  Section  311(b)  (2  U.S.C.  642(b))  is  amend- 

15  ed— 

16  (A)  by  striking  "such  fiscal  year"  the  first 

17  place  it  appears  and  inserting  "a  bienniuni"; 

18  and 

19  (B)  by  striking  "such  fiscal  year"  the  sec- 

20  ond  place  it  appears  and  inserting  "either  fiscal 

21  year  in  such  bienniuni". 

22  (n)    Bills   Providing   New   Spendinc?   Aitiiok- 

23  ITY.— Section  401(b)(2)  (2  U.S.C.  651(b)(2))  is  amended 

24  by  striking  "for  such  fiscal  year"  the  second  place  it  up- 
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1  pears  and  inserting  "for  the  bienninm  in  which  such  fiscal 

2  year  occurs". 

3  (o)  Analysis  by  CBO.— Section  403(a)  (2  U.S.C. 

4  653(a))  is  amended — 

5  (1)  by  striking-  "the  fiscal  year"  in  paragraph 

6  (1)  and  inserting  "each  fiscal  year  in  the  biennium"; 

7  (2)  by  striking  "each  of  the  4  fiscal  years  fol- 

8  lo^^^ng  such  year"   in  paragraph   (1)   and  inserting 

9  "each  fiscal  year  in  the  succeeding  biennium"; 

10  (3)  by  striking  "the  fiscal  year"  in  paragraph 

11  (2)  and  inserting  "each  fiscal  year  in  the  biennium"; 

12  and 

13  (4)  by  striking  "each  of  the  four  fiscal  years 

14  following  such   fiscal  year"   in   paragraph    (2)    and 

15  inserting     "each     fiscal    year     in     the     succeeding 

16  biennium". 

17  SEC.  4.  AMENDMENTS  TO  TITLE  31,  UNITED  STATES  CODE. 

18  (a)  Definition. — Section  1101  of  title  31,  United 

19  States  Code,  is  amended  by  adding  at  the  end  thereof  the 

20  following  new  paragraph: 

21  "(3)  'biennium'  has  the  meaning  given  to  such 

22  term  in  paragraph  (11)  of  section  3  of  the  Congres- 

23  sional    Budget    and    Impoundment    Control   Act    of 

24  1974  (2  U.S.C.  622(11)).". 
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1  (b)  Budget  Contexts  and  Submission  to  the 

2  C()X(JKESS. — 

3  (1)   So  much  of  section   1105(a)   of  title  31, 

4  United    States    Code,    as    precedes    paragTaph    (1) 

5  thereof  is  amended  to  read  as  follows: 

6  "(a)  On  or  before  the  first  Monday  in  Febniary  of 

7  each  odd-numbered  year,  beginning"  \y\th  the  One  Hundred 

8  Fifth  Congress,  the  President  shall  transmit  to  the  Con- 

9  gress,  the  budget  for  the  biennium  beginning  on  October 

10  1  of  such  calendar  year.  The  budget  transmitted  under 

1 1  this  subsection  shall  include  a  budget  message  and  sum- 

12  maiy  and  supporting  information.  The  President  shall  in- 

13  elude  in  each  budget  the  follo^\^ng:". 

14  (2)    Section    1105(a)(5)    of   title    31,    United 

15  States  Code,  is  amended  by  striking  "the  fiscal  year 

16  for  which  the  budget  is  submitted  and  the  4  tiscal 

17  years   after  that  year"    and   inserting   "each   fiscal 

18  year  in  the  biennium  for  which  the  budget  is  submit- 

19  ted  and  in  the  succeeding  biennium". 

20  (3)    Section    1105(a)(6)    of   title    31,    United 

21  States  Code,  is  amended  by  striking  "the  fiscal  year 

22  for  which  the  budg:et  is  submitted  and  the  4  fiscal 

23  years  after  that  year"   and   inserting  "each   fiscal 

24  year  in  the  biennium  for  which  the  budget  is  submit- 

25  ted  and  in  the  succeedino-  biennium". 
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1  (4)   Section   1105(a)(9)(C)   of  title  31,   United 

2  States    Code,    is    amended   by   striking   "the    fiscal 

3  year"     and    inserting    "each    fiscal    year    in    the 

4  bienninni". 

5  (5)    Section    1105(a)(12)    of  title    31,    United 

6  States  Code,  is  amended — 

7  (A)  by  striking  "the  fiscal  year"   in  siib- 

8  paragraph  (A)  and  inserting  "each  fiscal  year 

9  in  the  biennium";  and 

10  (B)  by  striking  "4  fiscal  years  after  that 

11  year"  in  siibparagi-aph  (B)  and  inserting  "2  fis- 

1 2  cal  years  immediately  following  the  second  fiscal 

13  year  in  such  biennium". 

14  (6)    Section    1105(a)(13)    of   title    31,    United 

15  States    Code,    is    amended   by   striking    "the    fiscal 

16  year"     and    inserting    "each    fiscal    year    in    the 

17  biennium". 

18  (7)    Section    1105(a)(14)    of   title    31,    United 

19  States  Code,  is  amended  by  striking  "that  year"  and 

20  inserting  "each  fiscal  year  in  the  biennium  for  which 

21  the  budget  is  submitted". 

22  (8)    Section    1105(a)(16)    of  title    31,    United 

23  States    Code,    is    amended   by   striking    "the    fiscal 

24  year"     and    inserting    "each    fiscal    year    in    the 

25  biennium". 
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1  (9)    Section    1105(a)(17)    of   title    31,    United 

2  States  Code,  is  amended — 

3  (A)  by  striking  "the  fiscal  year  follo\\'ing 

4  the  fiscal  year"  and  inserting  "each  fiscal  year 

5  in  the  bienniiim  following  the  bienninm"; 

6  (B)  by  striking  "that  following  fiscal  year" 

7  and  inserting  "each  such  fiscal  year";  and 

8  (C)  by  striking  "fiscal  year  before  the  fis- 

9  cal  year"   and  inserting  "bienninm  before  the 

10  bienninm". 

11  (10)    Section    1105(a)(18)    of  title   31,    United 

12  States  Code,  is  amended — 

13  (A)  by  striking  "the  prior  fiscal  year"  and 

14  inserting  "each   of  the   2    most  recently  eom- 

15  pleted  fiscal  years"; 

16  (B)  by  striking  "for  that  year"  and  insert- 

17  ing  "with  respect  to  that  fiscal  year";  and 

18  (C)  by  striking  "in  that  year"  and  insert- 

19  ing  "in  that  fiscal  year". 

20  (11)    Section   1105(a) (19)   of  title   31,   United 

21  States  Code,  is  amended — 

22  (A)  by  striking  "the  prior  fiscal  yeai*"  and 

23  inserting  "each   of  the   2    most   recently   com- 

24  pleted  fiscal  years"; 
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1  (B)  by  striking  "for  that  year"  and  insert- 

2  ing-  "with  respect  to  that  fiscal  year";  and 

3  (C)  by  striking  "in  that  year"  each  place 

4  it  appears  and  inserting  "in  that  fiscal  year". 

5  (c)   Estimated   Expenditures  of   Legislative 

6  AND  Judicial  Branches. — Section  1105(b)  of  title  31, 

7  United  States  Code,  is  amended  by  striking  "each  year" 

8  and  inserting  "each  even-numbered  year". 

9  (d)  Recommendations  To  Meet  Estimated  De- 

10  ficiencies. — Section  1105(e)  of  title  31,  United  States 

1 1  Code,  is  amended — 

12  (1)  by  striking  "fiscal  year  for"  each  place  it 

13  appears  and  inserting  "biennium  for"; 

14  (2)  by  inserting  "or  current  biennium,  as  the 

15  case  may  be,"  after  "current  fiscal  year";  and 

16  (3)  by  striking  "that  year"  and  inserting  "that 

17  period". 

18  (e)    Statement    With    Respect    to    Certmn 

19  Changes.— Section  1105(d)  of  title  31,  United  States 

20  Code,  is  amended  by  striking  "fiscal  year"  and  inserting 

21  "biennium". 

22  (f)     Capital     In\i^:stment     Analysis. — Section 

23  1105(e)  of  title  31,  United  States  Code,  is  amended  by 

24  striking  "ensuing  fiscal  year"  and  inserting  "biennium  to 

25  which  such  budget  relates". 
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1  (g)     Supplemental    Budget    Estdl\tes    and 

2  Changes. — 

3  (1)  Section  1106(a)  of  title  31,  United  States 

4  Code,  is  amended — 

5  (A)  in  the  matter  preceding  paragraph  (1) 

6  by     striking     "fiscal     year"      and      inserting 

7  "biennium"; 

8  (B)  in  paragraph  (1)  by  striking  "that  fis- 

9  cal  year"    and   inserting   "each   fiscal  year   in 

10  such  biennium"; 

11  (C)  in  paragraph  (2)  by  striking  "4  fiscal 

12  years  following  the  fiscal  year"  and  inserting  "2 

13  fiscal  years  following  the  biennium"; 

14  (D)   by   striking   "future   fiscal  years"   in 

15  paragraph  (3)  and  inserting  "the  2  fiscal  years 

16  following  the  biennium  for  which  the  budget  is 

17  submitted";  and 

18  (E)  by  striking  "fiscal  year"  in  paragraph 

19  (3)  and  inserting  "biennium". 

20  (2)  Section  1106(b)  of  title  31,  United  States 

21  Code,  is  amended  by  striking  "the  fiscal  year"  and 

22  inserting  "each  fiscal  year  in  the  biennium". 

23  (h)    Year-Ahead    Requests    for    Authohi/lxg 

24  LECiisLATiON. — Section  1110  of  title  31,  United  States 

25  Code,  is  amended — 
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1  (1)  by  striking  "fiscal  year"  and  inserting  "bi- 

2  ennium  (beginning-  on  or  after  October  1,   1997)", 

3  and 

4  (2)  by  striking  "year  before  the  year  in  which 

5  the  fiscal  year  begins"   and  inserting  "second  cal- 

6  endar  year  preceding  the  calendar  year  in  which  the 

7  biennium  begins". 

8  (i)  Budget  Information  on  Consulting  Serv- 

9  ICES. — Section  1114  of  title  31,  United  States  Code,  is 

10  amended — 

11  (1)  by  striking  "The"  each  place  it  appears  and 

12  inserting  "For  each  biennium  beginning  with  the  bi- 

13  ennium  beginning  on  October  1,  1997,  the";  and 

14  (2)    by    striking    "each    year"    each    place    it 

15  appears. 

1 6  SEC.  5.  TITLE  AND  STYLE  OF  APPROPRLVTIONS  ACTS. 

17  Section  105  of  title  1,  United  States  Code,  is  amend- 

18  ed  to  read  as  follows: 

19  "§  105.  Title  and  style  of  appropriations  Acts 

20  "(a)  The  style  and  title  of  all  Acts  making  appropria- 

21  tions  for  the  support  of  the  Government  shall  be  as  fol- 

22  lows:  'An  Act  making  appropriations  (here  insert  the  ob- 

23  ject)  for  the  biennium  ending  September  30  (here  insert 

24  the  odd-numbered  calendar  year).'. 
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1  "(b)  All  Acts  making  re^lar  appropriations  for  the 

2  support  of  the  Government  shall  be  enacted  for  a  biennium 

3  and  shall  specify  the  amount  of  appropriations  provided 

4  for  each  fiscal  year  in  such  period. 

5  "(c)  For  purposes  of  this  section,  the  term  'biennium' 

6  has  the  same  meaning  as  in  section  3(11)  of  the  Congres- 

7  sional  Budget  and  Impoundment  Control  Act  of  1974  (2 

8  U.S.C.  622(11)).". 

9  SEC.  6.  AMENDMENTS  TO  RULES  OF  HOUSE  OF  REP- 

10  RESENTATIVES. 

11  The    Rules    of  the    House    of   Representatives    are 

12  amended  as  follows: 

13  (1)  Clause  4(a)(1)(A)  of  rule  X  is  amended  by 

14  inserting  "odd-numbered"  after  "each". 

15  (2)   Clause  4(a)(2)   of  rule  X  is  amended  by 

16  striking  "such  fiscal  year"  and  inserting  "the  bien- 

17  nium  in  which  such  fiscal  year  begins". 

18  (3)   Clause  4(b)(2)   of  rule  X  is  amended  by 

19  striking  "concurrent  resolution  on   the  budget  for 

20  each  fiscal  year"  and  inserting  "concurrent  resolu- 

21  tion  on  the  budget  required  under  section  301(a)  of 

22  the   Congressional   Budget  Act   of   1974   for   each 

23  biennium". 
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1  (4)  Clause  4(f)  of  rule  X  is  amended  by  striking 

2  "annually"  each  place  it  appears  and  inserting  "bi- 

3  ennially". 

4  (5)  Clause  4(g)  of  rule  X  is  amended — 

5  (A)  by  striking  "March  15  of  each  year" 

6  and  inserting  "March  15  of  each  odd-numbered 

7  year"; 

8  (B)  by  striking  "fiscal  year"  the  first  place 

9  it  appears  and  inserting  "biennium";  and 

10  (C)  by  striking  "that  fiscal  year"  and  in- 

11  serting    "each    fiscal    year    in    such    ensuing 

12  biennium". 

13  (6)  Clause  4(h)  of  rule  X  is  amended  by  strik- 

14  ing  "fiscal  year"  and  inserting  "biennium". 

15  (7)  Subdivision  (C)  of  clause  2(1)(1)  of  rule  XI 

16  is  repealed. 

17  (8)  Clause  4(a)  of  rule  XI  is  amended  by  strik- 

18  ing  "fiscal  year  if  reported  after  September  15  pre- 

19  ceding  the  beginning  of  such  fiscal  year"  and  insert- 

20  ing  "biennium  if  reported  after  August  1  of  the  year 

21  in  which  such  biennium  begins". 

22  (9)  Clause  2  of  rule  XLIX  is  amended  by  strik- 

23  ing  "fiscal  year"  and  inserting  "biennium". 
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1  SEC.     7.     REAUTHORIZATION     OF     DISCRETIONARY     PRO- 

2  GRAMS. 

3  (a)  Reaitiioki/atiox.— Effective  October  1,  1997, 

4  spending  authority  for  each  discretionaiy  spending  pro- 

5  gram  is  terminated  iniless  such  spending  authority  is  re- 

6  authorized  after  the  date  of  enactment  of  this  Act. 

7  (b)  Point  of  Order. — It  shall  not  be  in  order  in 

8  the  House  of  Representatives  or  the  Senate  to  consider 

9  any  bill,  joint  resolution,  amendment,  or  conference  report 

10  that  includes  any  provision  that  appropriates  funds  unless 

1 1  such  appropriation  has  been  previously  authorized  by  law. 

12  (c)  Waiver  or  Suspension. — This  section  may  be 

13  waived  or  suspended  in  the  House  of  Representatives  or 

14  the  Senate  only  by  the  affirmative  vote  of  three-fifths  of 

15  the  Members,  duly  chosen  and  sworn. 

1 6  SEC.  8.  EFFECTIVE  DATE;  APPLICATION. 

17  (a)  In  General. — Except  as  provided  in  subsection 

18  (b)  and  section  7,  this  Act  and  the  amendments  made  by 

19  it  shall  become  effective  January  1,  1997,  and  shall  apply 

20  to  bienniums  beginning  after  September  30,  1997. 

21  (b)  Fiscal  Year  1997. — Notwithstanding  subsection 

22  (a),  the  provisions  of — 

23  (1)  the  Congressional  Budget  Act  of  1974,  and 

24  (2)  title  31,  United  States  Code, 
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1  (as  such  provisions  were  in  effect  on  the  day  before  the 

2  effective  date  of  this  Act)  shall  apply  to  the  fiscal  year 

3  be^nning  on  October  1,  1997. 

4  (c)  Definition. — For  purposes  of  this  section,  the 

5  term  "bienninm"  shall  have  the  meaning  given  to  such 

6  term  in  section  3(11)  of  the  Congressional  Budget  and 

7  Impoundment  Control  Act  of  1974  (2  U.S.C.  622(11)), 

8  as  added  by  section  3(c)(2)  of  this  Act. 
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I'lu  going  to  build  inc  tJie  God-dmuucdest, 
biggest,  chromiwn-platedest,  formaldeJnjde- 
stiukingest  free  public  hospital  the  all-Father  ever 
let  live.  Boy,  I  tell  you,  I'm  gouig  to  have  a  cage  of 
canaries  in  eveiy  room  that  can  sing  Italian  grand 
opera,  and  there  ain't  going  to  be  a  nurse  hasn't 
won  a  beauty  contest  and  even/  doorknob  luill  be 
eighteen  carat  gold,  and  by  God,  every  bedpan  will 
have  a  Swiss  music  box  attachmoit  to  play 
"Turkey  hi  the  Straw"  or  the  "Sextet  from  Lucia," 
take  your  pick. 

Willie  Stark,  in  Robert  Penn  Warren's 

All  the  King's  Men  > 


The  first  budget  of  the  United  States  called  for  federal  spend- 
ing of  $750,000.  Oh,  how  things  have  changed!  In  the  cur- 
rent trillion  and  a  half  dollar  budget,  $750,000  would  not 
even  show  up  as  a  rounding  error. 

♦     The  Federal  Spending  Juggernaut 

How  much  money  does  the  U.S.  government  spend  each 
year?  Figure  3-1  shows  the  expansion  of  the  federal  budget  from 
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Figure  3-1 
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1800  to  1994.  The  steep  ascent  underscores  the  ten-thousandfold 
explosion  of  real  federal  spending  since  Thomas  Jefferson  was 
President  in  1800.  The  graph  rockets  upward  particularly  since 
1930,  when  the  Constitutional  protections  against  runaway  go\'- 
ernment  first  began  to  erode.  Federal  outlays  have  climbed  from 
$100  million  in  1800  to  $600  million  in  1850,  to  $8.3  billion  in  1900, 
to  S235  billion  in  1950,  to  $1.5  trillion  today.  If  federal  outlays  Jiad 
been  restrained  to  the  inflation  rate  over  just  the  past  20  years,  America 
would  now  have  a  $250  billion  budget  surplus,  rather  than  a  $250  bil- 
lion deficit. 

To  put  this  growth  rate  of  spending  in  a  more  under- 
standable context,  in  1850  it  took  the  federal  government  almost 
two  years  to  spend  $1  billion  (1992  dollars).  In  1900  it  took  almost 
a  month  and  a  half  on  average  to  spend  $1  billion.  By  1950  it  took 
roughly  one  day  and  a  half  to  spend  $1  billion,  but  now  Uncle 
Sam  spends  $1  billion  on  average  every  six  hours! 

Of  course,  the  nation  is  much  larger  and  more  populous  toda\' 
than  in  earlier  periods,  so  one  would  expect  government  also  to  be 
bigger.  Figure  3-2  shows  the  per  capita  level  of  federal  spending 
over  time.  Even  when  adjusting  for  the  growth  in  population  and 
inflation,  government  expenditures  have  mushroomed: 

♦  The  federal  government  spent  $20  per  person  in  1800. 

♦  The  federal  government  spent  $110  per  person  in  1900. 

♦  The  federal  government  spent  $5,030  per  person  in  1 994. 


42 


93 


Other  People 's  Money 


Figure  3-2 
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Bear  in  mind  that  this  does  not  include  any  of  the  "back 
door"  spending  by  Congress  such  as  the  costs  of  regulations  and 
mandates.  If  these  costs  were  included,  the  per  capita  cost  of  the 
federal  government  would  be  close  to  $10,000  per  person. 

One  of  the  most  meaningful  wavs  of  measuring  the  burden  of 
go\'ernment  is  bv  looking  at  expenditures  as  a  share  of  total  eco- 
nomic output.  One  might  argue  that  the  go\-ernment  spends  more 
mone\'  tociay  because  the  American  economy  has  grown  so  much 
larger  than  in  earlier  periods.  If  the  state  is  consuming  the  same 
propc^rtion  of  total  output  in  two  periods,  then  the  economic  burden 
of  pa\'ing  for  its  activities  is  roughly  the  same  even  if  expenditures 
are  much  larger  in  the  later  period.  Unfortunately,  Figure  3-3  shows 
that  federal  spending  is  not  simplv  keeping  pace  with  economic 
growth — it  is  far  outpacing  economic  growth. 

♦  In  1900  the  federal  government  consumed  less  than  five 
percent  of  total  output. 

♦  In  1950  the  federal  government  consumed  roughly  15 
percent  of  total  output. 

♦  In  1993  the  federal  government  consumed  about  24 
percent  of  national  output. 


43 


94 


Other  People's  Money 


Figure  3-3 
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♦      National  Defense 

The  single  most  important  activity  of  the  federal  govern- 
ment is  to  provide  for  the  national  defense.  A  nation  spends  as 
much  as  is  necessary  to  protect  its  borders  and  its, citizens  from 
foreign  aggression.  In  the  first  federal  budget,  almost  three-quar- 
ters of  all  expenditures  were  for  the  army  and  navy  (remember, 
almost  all  the  enumerated  spending  powers  in  the  Constitution 
involved  the  military).  Since  then,  the  share  of  federal  expendi- 
tures devoted  to  the  military  has  been  steadily  shrinking — 
except,  of  course,  during  times  of  war — over  the  past  two  hun- 
dred years  (see  Figure  3-4). 

♦  Defense  spending  was  55  percent  of  federal  outlays  in  1 800. 

♦  Defense  spending  constituted  34  percent  of  federal 
outlays  in  1900. 

♦  Defense  spending  now  constitutes  21  percent  of  federal 
outlays,  with  the  percentage  expected  to  shrink  to  15 
percent  by  the  year  2000. 

Many  Americans  believe  that  the  reason  America  now  faces 
a  huge  budget  deficit  is  the  Reagan  defense  build-up  of  the  early 
1980s.  This  is  complete  nonsense.  The  truth  is  that  defense  spend- 
ing, even  at  the  height  of  the  Reagan  build-up,  reached  only  6.5 
percent  of  GDP,  and  comprised  only  30  percent  of  the  budget.  By 
contrast,  the  average  level  of  defense  spending  during  the  entire 
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Figure  3-4 
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Cold  War  period  was  8.4  percent  of  GDP  and  40  percent  of  the 
budget.  Figure  3-5  shows  that  during  Kennedy's  presidency,  the 
U.S.  spent  about  10  percent  of  GDP  on  defense.  Defense  outlays 
will  soon  be  down  to  4%  of  GDP — the  lowest  burden  of  Pentagon 
spending  since  the  year  before  America  entered  World  War  II. 
National  defense  is  not  the  driving  force  of  our  current  reckless 
fiscal  policies — it  is  a  casualty  of  those  policies. 


Figure  3-5 
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One  of  Washington's  best  kept  secrets  is  that  Reagan's  cele- 
brated defense  build-up  ended  in  1986.  Since  then,  real  Pentagon 
spending  has  been  slashed  by  more  than  20  percent.  Here  are 
some  examples  of  how  deep  these  spending  cuts  have  been: 

♦  The  cumulative  dollar  savings  from  the  defense 
draw-down  since  1987  has  exceeded  $300  billion. 

♦  Today,  defense  spending  comprises  a  smaller  share  of 
the  total  budget  than  at  any  time  in  200  years. 

♦  Defense  spending  in  real  dollars  will  be  lower  in  1 995  than 
it  was  in  1955. 

There  is  virtually  no  other  area  of  the  budget  that  has  declined 
over  the  past  forty  years.  It  is  a  sham  to  blame  today's  $250  billion 
deficits  on  military  spending  when  such  spending  is  lower  today 
than  when  the  era  of  triple  digit  deficits  began. 

♦     Whatever  Happened  to  the  Peace  Dividend? 

One  of  the  most  troubling  trends  in  the  federal  budget  is  that 
although  defense  spending  is  falling  rapidly,  deficit  spending  is  not. 
Rather,  the  "peace  di\'idend"  from  the  Cold  War  is  being  spent  on 
arts  subsidies,  entitlement  expansions,  small  business  loans,  Am- 
trak,  congressional  salaries,  maple  syrup  research,  and  a  myriad  of 
other  civilian  programs.  From  1987  to  1994,  real  defense  spending 
has  been  cut  by  $75  billion.  But  spending  on  everything  else  in  the 
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budget  has  risen  by  over  $200  billion  over  the  same  period.  In 
fact.  Figure  3-6  shows  that  Congress's  propensity  to  spend  the 
"peace  dividend"  has  increased  after  every  war. 

♦  After  World  War  II  the  government  spent  eight  cents  of 
every  peace  dividend  dollar. 

♦  After  the  Korean  War  Congress  spent  25  cents  of  each 
peace  dividend  dollar. 

♦  After  the  Vietnam  War,  Congress  spent  $1 .09  of  every 
dollar  of  military  savings. 

♦  After  the  Cold  War,  Congress  has  spent  $2.30  of  every 
peace  dividend  dollar. 

With  the  end  of  the  Cold  War,  fiscal  prudence  would  seem  to 
dictate  that  as  we  draw  down  military  expenditures,  we  use  those 
savings  to  cut  the  high  tax  rates  that  went  to  pay  for  the  military 
build-up.  Instead,  there  will  be  no  dividend  for  taxpayers  and  no 
reduction  in  the  debt.  Congress  has  already  spent  the  money  twice 
over  on  entitlements  and  a  grab  bag  of  other  domestic  programs. 

♦      Domestic  Spending 

The  flip  side  of  this  steady  reduction  of  defense  expenditures 
as  a  share  of  the  budget  is  an  expansion  in  spending  on  civilian 
programs.  Figure  3-7  contrasts  the  rise  in  domestic  expenditures 
over  the  past  40  years  with  the  fall  in  defense  outlays.  For  every 
dollar  of  defense  spending  in  1955,  the  domestic  program  spent  50 
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cents.  Now,  for  even'  dollar  of  defense  spending,  domestic  agen- 
cies spend  close  to  $4.  Although  there  were  modest  spending 
reductions  on  selected  domestic  programs  in  the  Reagan  years,  in 
1993  the  budget  for  almost  every  major  domestic  area  of  the 
budget  was  at  an  all  time  high.  There  simply  can  be  no  doubt  that 
spending  on  civilian  programs  is  responsible  for  our  fiscal  crisis 
today. 

Agriculture 

What  was  the  fastest  growing  agency  in  the  federal  budget 
during  the  1980s?  No,  it  was  not  the  Pentagon.  It  was  the  U.S. 
Department  of  Agriculture.  The  budget  for  farm  programs  bal- 
looned from  $4  billion  in  1980  to  $30  billion  in  1986.  Most  of  the 
funds  went  to  subsidize  cotton,  wheat,  wool  and  mohair,  sugar, 
corn,  and  even  honey.  Most  of  the  rest  went  for  food  stamps.  Fig- 
ure 3-8  shows  the  meteoric  rise  of  U.S.  Department  of  Agriculture 
expenditures  since  1900.  » 
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Tlie  Department  of  Agriculture  is  a  case  study  in  how  govern- 
ment programs  grow  beyond  their  original  missions.  The  first 
federal  appropriation  for  agriculture  was  made  in  1839  when  Con- 
gress approved  $1,000  for  the  collection  of  agriculture  statistics.  By 
1932  the  agency  was  spending  $250  million  a  year  for  studies  of 
worms,  home  cooking  hints,  gardening  techniques,  cattle  tick  serv- 
ices, and  hundreds  of  other  questionable  programs. 
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The  massive  farm  subsidy  programs  of  today  are  a  legacy  of 
Franklin  Roosevelt's  administration.  These  farm  subsidies  were 
used  to  pay  farmers  not  to  plant.  These  programs  cannot  even  be 
justified  on  income  redistribution  grounds.  Forty  percent  of  farm 
subsidies  go  to  farms  with  incomes  over  $100,000,  and  seventy 
percent  goes  to  farmers  with  incomes  of  over  $50,000.  Farm  pro- 
grams take  income  from  middle-income  consumers  and  give  it  to 
America's  wealthiest  farmers.  More  than  85%  of  subsidies  go  to 
farmers  with  a  net  worth  of  nearly  half  a  million  dollars. 

Housing 

Substantial  federal  housing  programs  were  first  launched  in 
the  post- World  War  II  period,  and  Figure  3-9  shows  their  stunning 
growth.  Huge  public  housing  projects  were  the  first  physical  signs 
of  the  "war  on  poverty."  They  quickly  became  unlivable  centers  of 
crime,  drugs,  teen  pregnancy,  juvenile  delinquency,  and  hopeless- 
ness— a  visible  testament  to  the  failures  of  the  "war  on  poverty." 

Tlie  Nezu  York  Times  recently  wrote  that  there  is  a  general  consen- 
sus that  the  billions  of  dollars  spent  to  segregate  the  poor  in  huge 
public  housing  projects  "distinctly  failed." 
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Figure  3-10 
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Health  Care 

No  category  of  the  federal  budget  has  grown  as  fast  as  health 
care  expenditures.  Figure  3-10  shows  the  enormdus  increase  in 
federal  health  care  spending  in  this  century.  In  1900  the  federal 
government  spent  $100  million  on  health  care  (1990  dollars);  in 
1994  it  spent  $210  billion  dollars.  Virtually  all  of  this  growth  has 
occurred  since  the  mid-1960s  when  Medicare  and  Medicaid  were 
launched. 

Figure  3-11  shows  the  growth  of  Medicaid  from  1970.  In 
thirty  years  the  program  has  grown  ten-fold.  When  Medicaid 


Figure  3-11 
The 

Explosion  in 
Medicaid 
Spending 


Source:  Tax 
Foundation,  Facts  - 
and  Figures  on      ° 
Government         § 
Finance,  various   1 
years;  and 
Budget  of  the 
U.S.,  Historical 
Tables,  1994. 


Q    S60 


1970      1975      1980      1985      1990      1995 


50 


101 


Other  People's  Money 


was  created,  government  actuaries  predicted  that  it  would  cost 
about  $25  billion  by  1995.  They  were  off  by  a  factor  of  four.  Simi- 
larly Congress  predicted  that  by  1990  Medicare  for  the  elderly 
would  cost  only  $12  billion.  Instead  it  cost  $107  biUion. 

Education 

For  the  past  three  decades  Anierican  taxpayers  have  been  pour- 
ing money  into  the  public  school  system  with  almost  no  encouraging 
signs  that  this  money  is  buying  better  education  for  our  children. 

In  1910  the  U.S.  spent  about  $500  per  student  versus  $5,800 
today.  Though  per-student  expenditures  have  climbed  steadily 
over  the  past  120  years,  the  most  dramatic  increases  in  education 
expenditures  have  occurred  over  the  past  four  decades. 

♦  In  1950  the  U.S.  education  system  was  the  best  in  the 
world.  The  U.S.  spent  $880  per  student. 

♦  By  1970  per  student  U.S.  education  expenditures  had 
more  than  tripled. 

♦  By  1992  per  student  U.S.  education  expenditures  nearly 
doubled  again  to  $5,850. 

The  U.S.  Department  of  Education  was  created  in  1978. 
Judging  from  all  measures  of  academic  performance,  our  chil- 
dren have  suffered  ever  since.  Real  federal  education 
expenditures,  despite  a  slight  slowdown  in  the  early  1980s,  have 
grown  from  $5  billion  to  $30  billion  in  the  past  thirty  years. 
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♦     A  Trillion  Dollars  of  Entitlements 

It  is  impossible  to  talk  about  the  growth  of  government  in 
America  without  addressing  the  relentless  growth  of  entitle- 
ments. The  truth  is  that  today  it  is  a  great  challenge  in  the  United 
States  to  find  some  citizen  who  does  not  receive  a  check  from  the 
government  for  one  reason  or  another.  It's  not  just  the  proverbial 
widows  and  orphans  who  are  receiving  government  handouts: 
Every  week  the  federal  government  sends  out  tens  of  billions  of 
dollars  of  payments  to: 

♦  Farmers  for  growing  (and  for  not  growing)  crops; 

♦  Veterans  for  serving  in  the  military; 

♦  The  unemployed  for  being  unemployed; 

♦  About  one  in  nine  households  to  pay  for  food; 

♦  Students  to  pay  for  college; 

♦  The  elderly  for  being  retired; 

♦  The  elderly  and  poor  to  pay  for  health  care; 

♦  Mothers  for  having  children  out  of  wedlock; 

♦  Low  income  families  to  pay  for  rent; 

♦  Homeowners  to  guarantee  the  mortgage;  and  on  and  on. 

Fifty  years  ago  most  of  today's  entitlement  programs  didn't 
even  exist.  This  is  demonstrated  by  Figure  3-13,  which  shows  the 
trend  in  federal,  state,  and  local  government  social  welfare  outlavs. 

♦  In  1 900  the  government  spent  $1 0  billion  on  welfare. 

♦  In  1 960  the  government  spent  $233  billion  on  welfare. 

♦  In  1 990  the  government  spent  $1 .004  trillion  on  welfare. 

On  the  federal  level,  transfer  programs  are  starting  to  sub- 
sume everything  else  in  the  budget.  Entitlements  constituted 
roughly  10  percent  of  the  federal  budget  in  1930,  23  percent  in 
1960,  but  53  percent  today. 

Transfer  payments  are  not  just  for  poor  people.  Most  of  our 
entitlement  dollars  are  for  Social  Security,  Medicare,  and  other  pro- 
grams that  have  come  to  be  called  "middle  class  entitlements."  Only 
one  in  six  government  entitlement  dollars  goes  to  families  with  in- 
comes below  the  poverty  level.  Incredibly,  according  to  the  National 
Taxpayers  Union,  in  1991  the  average  entitlement  benefit  to  house- 
holds under  with  incomes  under  $10,000  was  less  than  the  average 
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Figure  3-13 
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benefit  to  households  with  incomes  over  $100,000.  The  poor  got 
$5,333  per  household  and  the  over  $100,000  crowd  got  $5,365.  Even 
the  affluent  are  cashing  in  on  Uncle  Sam's  largesse  these  days. 

♦     The  Welfare  Industry 

No  one  should  conclude  from  the  preceding  paragraph  that 
we  are  somehow  being  stingy  toward  the  poor.  If  we  examine 
anti-poverty  programs,  such  as  AFDC,  Medicaid,  food  stamps, 
public  housing,  unemployment  compensation,  and  public  aid, 
we  find  that  in  1993  total  federal,  state,  and  local  welfare  pay- 
ments exceeded  $200  billion.  As  Figure  3-14  shows,  this  was  up 
from  about  $10  billion  in  1930  and  $53  billion  in  1970. 
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Since  Lyndon  Johnson  declared  war  on  poverty  in  the  mid- 
1960s,  the  federal  government  has  spent  almost  $5  trillion  trying 
to  eradicate  it.  That's  more  than  50  times  what  it  cost  NASA  to  put 
a  man  on  the  moon.  We've  spent  more  money  on  the  War  on  Pov- 
erty than  the  entire  U.S.  GDP  in  1985.  In  California,  the  average 
household  on  welfare  collects  $1,400  a  month  in  benefits.  In  New 
York  City  welfare  families  are  eligible  for  $26,940  a  year  in  bene- 
fits. This  gives  them  a  pre-tax  cash-equivalent  income  of  more 
than  $40,000  for  not  working,  higher  than  95  percent  of  the  people 
in  the  world  today. 

Yet  the  poverty  problem  is  getting  much  worse,  not  better. 

♦  We  still  have  roughly  30  million  Americans  who  live  below 
the  poverty  level — and  the  numbers  are  rising. 

♦  In  New  York  City,  one  of  every  seven  residents  is  on 
welfare.  In  California,  one  in  five  AFDC  recipients  has 
been  on  the  program  for  more  than  eight  years.  Welfare 
has  become  a  way  of  life.  The  ratio  of  workers  to  welfare 
recipients  in  California  is  expected  to  drop  to  3  to  1  by  the 
end  of  the  decade. 

♦  In  the  inner  cities,  as  many  as  80  percent  of  all  black  births 
are  now  to  single  mothers. 

Despite  the  huge  outlays  on  anti-poverty  programs,  tliis  spend- 
ing has  done  amazingly  little  to  reduce  povert}':  One  reason  for  tliis 
lack  of  success  is  that  welfare  spending  is  badly  misallocated. 

♦  In  1 990  government  anti-poverty  spending  equaled  $1 84 
billion. 

♦  In  1990  it  would  have  cost  only  $75  billion  to  bring  every 
family  with  an  income  below  the  poverty  level  up  above 
that  benchmark.  Hence,  taxpayers  were  spending 
two-and-a-half  times  what  would  be  needed  to  end 
poverty  in  America. 

♦  More  than  half  of  all  welfare  recipients  had  pre-welfare 
incomes  above  the  poverty  level. 

♦  The  welfare  industry  intercepts  a  huge  portion  of 
anti-poverty  funds.  In  cities  such  as  Milwaukee,  there  are 
now  62  separate  welfare  programs,  each  with  its  own 
bureaucratic  costs. 
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Sadly,  there  is  much  truth  to  the  adage  that  we  fought  a  war 
on  poverty,  and  poverty  won. 

♦     Red  Ink  Rising 

Another  rapidly  growing  component  of  the  federal  deficit  is 
interest  on  the  national  debt.  Figure  3-15  shows  the  rising  cost  of 
paying  for  the  national  debt. 

♦  In  1900  interest  on  the  debt  was  less  than  $1  billion. 

♦  In  1 960  interest  on  the  debt  was  $30  billion. 

♦  In  1994  interest  on  the  debt  reached  $200  billion. 
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Interest  is  now  the  third  largest  item  in  the  budget  behind  So- 
cial Security  and  national  defense.  If  current  trends  continue, 
interest  payments  will  soon  be  the  single  biggest  item  in  the  budget. 

Interest  expenses  are  climbing,  of  course,  because  of  the  run- 
away national  debt.  Figure  3-16  shows: 

♦  In  1 900  each  family  of  four  carried  a  $2,600  share  of  the 
national  debt. 

♦  In  1950,  shortly  after  World  War  II,  each  family  of  four 
carried  an  $40,000  share  of  the  national  debt. 

♦  Today  each  family  of  four  carries  a  $64,000  share  of  the 
national  debt.  This  is  the  equivalent  of  every  American 
family  carrying  around  a  $64,000  second  mortgage. 
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Figure  3-16 
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What  is  frightening  is  that  the  official  debt  statistics  cited 
above  are  severely  understnted.  Our  national  debt  is  reported  as 
$4.5  trillion,  but  in  fact  is  potentially  more  than  three  times  that 
large.  The  National  Taxpayers  Union  has  computed  what  it  calls 
the  Taxpayers  Liability  Index — which  includes  all  of  the  out- 
standing loans,  commitments,  and  contingencies  of  the  U.S. 
government.  A  large  portion  of  this  liability  is,  of  course,  the  un- 
funded obligations  of  Social  Security.  Others  include: 

♦  The  government  has  $5.4  trillion  of  outstanding  loans  and 
loan  guarantees,  to  farmers,  businessmen,  homeowners, 
and  students. 

♦  The  government  has  insured  about  $5.8  trillion  worth  of 
pensions  and  other  financial  assets — including  bank 
deposits  and  most  of  the  private  pensions  of  large 
American  companies. 

♦  The  government  has  almost  $500  billion  in  future 
unfulfilled  contractual  obligations. 

Figure  3-17  shows  that  the  total  Taxpayer  Liability  Index  hit 
$16.8  trillion  in  1993  and  is  growing  by  about  $1  trillion  in  real 
terms  every  three  to  four  years.  This  is  equal  to  about  $150,000  for 
every  American  household.  Your  second  mortgage  just  got  con- 
siderably heavier. 
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Figure  3-17 
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♦      States  Join  in  the  Spending  Splurge 

Because  almost  all  cities  and  states  have  to  abide  by  the  dis- 
cipline of  balanced  budget  requirements,  they  have  not  had  the 
luxury  of  financing  spending  through  massive  borrowing  in  the 
way  that  Washington  has.  Moreover,  because  state  and  local  gov- 
ernments are  "closer  to  the  people"  (and  the  taxpayers  who  fund 
their  activities),  they  have  tended  to  be  somewhat  more  re- 
strained in  their  spending  habits  than  the  federal  government 
(see  table  below). 


Spending  as  a 

Percentage  of  National  Income 

I          Year 

Federal        j 

State  &  Local 

Total 

1           1930 

3%            1 

'   9% 

12% 

1940 

13%            !| 

12% 

:         25% 

1950 

1             20%            1! 

8% 

\             28% 

1960 

22%            ll 

10% 

i             32% 

1970 

24% 

12% 

36% 

■            1980 

26%             1 

12% 

38% 

1990 

28% 

14% 

i              42% 

Source:  Advisory  Commission  on  Intergovernmental  Relations 
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Figure  3-18  shows  the  real  per  capita  levels  of  state  expendi- 
tures since  1900. 

♦  In  1 900  states  spent  $32  per  person. 

♦  In  1 950  states  spent  $470  per  person. 

♦  In  1 993  states  spent  roughly  $2,500  per  person. 


Figure  3-18 
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The  1980s  were  years  of  unprecedented  spending  growth  in 
state  capitals  from  Albany  to  Sacramento.  "In  the  1980s,  money 
rolled  into  the  states  in  wheelbarrows  and  there  was  little  incen- 
tive to  put  the  champagne  bottles  down  and  manage  nickels, " 
concedes  Connecticut  Governor  Lowell  Weicker.  Unfortunately, 
his  assessment  is  right  on  the  mark.  Between  1982  and  1992, 
thanks  to  the  surging  national  economy  and  revenue  rich  state 
coffers,  state  budgets  climbed  from  $300  billion  to  $450  billion — 
that's  a  50  percent  real  increase.  In  some  states,  the  real  spending 
increases  were  much  faster: 

♦  In  California  and  Massachusetts  state  spending  climbed 
by  65  percent. 

♦  In  New  Jersey  the  budgets  grew  by  80  percent. 

♦  The  champion  big  spenders  were  Arizona,  Connecticut,  and 
Florida,  all  of  whose  budgets  grew  by  90  percent  or  more. 
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In  recent  years,  in  a  kind  of  reverse  federalism,  the  states  have 
been  ordered  by  the  feds  to  spend  money  on  all  sorts  of  activities, 
from  drug  prevention,  to  homelessness,  to  health  care  for  the  in- 
digent. These  mandates  have  been  an  albatross  around  the  necks 
of  states  and  cities.  But  the  budget  expansions  of  the  1980s  were 
not  confined  to  federal  mandates,  as  discretionary  programs 
grew  at  a  furious  pace  as  well.  Consider  some  of  the  waste  and 
extravagance  in  state  government  over  the  last  decade: 

♦  California  spent  $16  million  a  year  on  an  arts  council, 
$4  million  a  year  for  a  Board  of  Cosmetology  and  $3 
million  for  an  Iceberg  Lettuce  Commission. 

♦  New  York's  welfare  bureaucracy  spent  $1,100  a  year  just 
to  administer  an  AFDC  case. 

♦  In  the  1980s,  North  Carolina's  ratio  of  teachers  to 
non-teaching  employees  on  the  school  payrolls  fell  from 
two-to-one  to  one-to-one,  after  pouring  state  funds  into 
the  education  budget. 

♦  In  perhaps  the  granddaddy  of  all  boondoggles,  the  state 
of  Virginia  recently  helped  Fairfax  County  build  a  palatial 
$100  million  government  center,  complete  with  granite 
floors  imported  from  Finland,  glass  elevators,  and  a 
$30,000  conference  table  made  of  rare  mahogany 
imported  from  South  America. 

♦      Spending  in  City  Hall 

Although  it  is  conventional  wisdpm  in  Washington  these 
days  that  our  cities  are  starved  for  funds,  the  truth  is  that  over  the 
past  several  decades  local  governments  have  followed  a  spend- 
ing path  which,  unfortunately,  closely  resembles  that  of  the 
states.  This  is  documented  in  Figure  3-19,  which  shows: 

♦  In  1 900  cities  spent  $200  per  resident. 

♦  In  1 950  cities  spent  $600  per  resident. 

♦  In  1 990  cities  spent  $2,400  per  resident. 

In  other  words,  for  every  dollar  that  cities  spent  per  resident 
in  1900  they  spent  $2.30  in  1950  and  $8.50  in  1990. 

It  is  a  widespread  myth  that  the  affluent  suburbs  spend 
more  money  and  have  fatter  budgets  than  large  inner-cities.  Cit- 
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Figure  3-19 
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ies  with  over  half-a-million  population  spend  roughly  $1,200  per 
person  today,  versus  expenditures  of  $550  per  resident  in  com- 
munities with  less  than  75,000  residents.  Even  excluding  health, 
education,  and  welfare  expenditures,  where  funding  responsi- 
bilities vary  among  states,  per  capita  expenditures  were  $1,636  in 
San  Francisco,  $1,328  in  Detroit,  $1,341  in  Philadelphia,  and 
$1,454  in  Boston.  New  York  City,  of  course,  is  in  a  spending  zone 
all  its  own  with  per  capita  expenditures  of  $2,058. 

♦     The  Most  Government  Money  Can  Buy 

Now  we  can  combine  the  spending  totals  at  the  federal, 
state,  and  local  levels  to  get  a  comprehensive  fiscal  snapshot  of 
government  in  the  United  States  at  various  periods  of  history.  In 
1900  government  in  America  was  still  comparatively  lean  and  ef- 
ficient. At  that  time  total  federal,  state,  and  local  expenditures 
were  $26  billion.  Americans  now  support  a  $2.5  trillion  govern- 
ment, as  shown  if  Figure  3-20.  This  is  nearly  a  one  hundred-fold 
increase  in  government  in  this  century — which  is  why  we  can  say 
that  government  is  America's  number  1  growth  industry. 

But  as  we  know,  trillions  of  dollars  are  hard  to  comprehend. 
So  let's  examine  snapshots  of  government  spending  on  a  per- 
household  basis  and  as  a  share  of  GDP.  Figures  3-21  and  3-22 
show  that: 
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Figure  3-20 
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♦  Government  accounted  for  nine  percent  of  national 
output  in  1900.  Today  it  accounts  for  37  percent. 

♦  Government  spent  $1,650  for  every  household  in  1900, 
and  $8,940  per  household  in  1950.  Today  it  spends 
$24,000  per  household.  Again,  remember  this  does  not 
include  any  of  the  indirect  costs  of  government,  such  as 
regulation. 

Very  few  American  families  think  they  are  getting  $24,000 
worth  of  goods  and  services  from  government  each  year.  Even 
fewer  probably  believe  that  they  can  get  twice  the  quality  of  gov- 
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Figure  3-22 
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ernment  services  today  compared  to  30  years  ago — although 
government  costs  twice  as  much.  Indeed,  most  Americans  think 
the  schools  are  worse,  the  streets  are  less  safe  and  clean,  and  the 
quality  of  other  core  services  of  government  have  deteriorated.  It 
seems  reasonably  safe  to  conclude  that  at  a  cost  of  $24,000  a  year, 
government  is  a  remarkably  bad  deal. 

A  recent  public  opinion  poll  confirms  this  assessment.  Ameri- 
cans were  asked  the  following  question:  How  many  cents  do  you 
think  are  wasted  out  of  every  dollar  that  government  spends? 
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The  results,  as  shown  in  Figure  3-23,  were  hardly  a  ringing 
endorsement  for  the  value  of  government  programs.  Three  out  of 
four  Americans  believe  that  government  wastes  at  least  25  cents 
of  every  dollar  spent.  Almost  four  of  ten  believe  that  more  than 
50  cents  of  every  federal  dollar  is  wasted. 

♦      Conclusion 

The  late  social  scientist  C.  Northcote  Parkinson,  the  man 
who  stated  "Parkinson's  Law,"  often  warned  of  the  consequences 
of  the  ever-encroaching  modern-day  state.  The  first  stage  of  the 
collapse  of  empires,  he  wrote,  was  the  consoHdation  of  political 
and  financial  power  under  "one  government  machine  into  which 
all  problems  are  fed  and  from  which  all  wisdom  is  to  emerge." 

"Without  any  conscious  thought  the  politicians  have  come  to 
the  conclusion  that  the  interests  of  the  next  generation  can  be,  and 
should  be  ignored,"  Parkinson  lamented.  He  asked  of  our  law- 
makers: "Can  they  not  sense  the  disasters  toward  which  they  are 
heading?  Can  they  not  perceive  what  the  future  holds  for  them 
and  for  us?" 

Apparently,  in  America,  the  politicians  cannot. 
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